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Common Stock Quarterly Dividend No. 94 of 75 cents per share, payable 
February 15, 1933, to stockholders of record January 20, 1933. 


$6.00 Preferred Stock Quarterly Dividend No. 101 of $1.50 per share, payable 
January 15, 1933, to stockholders of record December 31, 1932. 


Dividends on the foregoing issues, as well as on al! the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. 








«< > 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 








Consolidated Statement of Revenues, Expenses and 
Cash Dividends for the Twelve Months 
Ended December 31 






















































+ ——> 
19.32 1931 
Gross REVENUE. ..... . $44,757,666.04 $46,528,459.43 
| Deduct Operating Expenses and Taxes 24,372,522.90 25,293,552.90 
Net Income Berore Bonp INTEREST 20,385, 143.14 21,234,906.53 
Deduct Bond Interest . . . . . 5,438,925.40 5,629,985.13 
Net Income Arter Bonp INTEREST . 14,946,217.74 15,604,921.40 
Deduct & s 
SMI sy es Ss 7,033, 164.50 6,748,854.11 
ae eee ee 277,679.84 317,536.10 
Net Income Berore DivipENDS ON . The ioe 
PREFERRED Stock OF SUBSIDIARIES 7,635,373.40 _ 8,538,531.19 
Deduct 
Dividends on Preferred Stock of 
Se ae 1,841,911.63 1,942,609.86 
Dividends on Minority Interest in 
GCommoenSiovk . . =. 1... 360.80 353.80 
Net Income ror Paciric LigHtTine ee, 
le ae _5,793,100.97 6,595,567.53 
Dividends on Preferred Stock . . . 920,733.31 85 1,496.60 
Cash Dividends on Common Stock __. 4,825,893.00 4,825,893.00 
REMAINDER TOSURPLUS . . .... $ 46,474.66 $ 918,177.93 


Per Share Baiance Available for 
Dividends on Common Stock Equals . $3.03* $3.57* 


* Pending decision on appeal to United States Courts to set aside orders of the Cali- 
fornia State Railroad Commission which would reduce certain rates for gasservice, all 
revenues collected under the litigated rates are being held in a special reserve. The 
above statementofrevenuesexc!udessuch collections,amounting in 1932 to $1,450, 157.38, 
and in 1931 to $1,424,557 69. 


PACIFIC LIGHTING CORPORATION 
433 CALIFORNIA ST., SAN FRANCISCO 








































A handy 


pocket-size manual 
for every investor 


Adjustable Stock Ratings can 
be of inestimable help to you 
in keeping up to date on all 
the securities in which you are 
interested, and in checking 
changes in the outlook for 
securities previously _pur- 


chased. 


In today’s market, you should 
have the guidance of Adjust- 
able Stock Ratings so that 
you can— 


—Avoid companies not likely 
to recover. 


—See at a glance any danger 
signals on previous pur- 
chases. 


—Know which industries are 
progressing—which are de- 
clining. 

—Know what companies offer 


the soundest profit possibili- 
ties. 


—Have all the essential facts 
all the time. 


120 pages, monthly, of 

Brief Statistical Reviews and 

Expert Ratings of Over 1600 

Listed Securities—Alphabeti- 
cally Arranged. 


Issued on the 15th of every 
month. 


The Magazine of Wall Street 
90 Broad Street, New York. 


I enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 
monthly for one year. 
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A 
Paradise 
For 
Outdoor 
People 


An 18 hole course that bows to no other 
in all Florida—swimming pool and beach 
—championship tennis courts—trapshoot- 
ing—fishing and shooting in great abun- 
dance and variety. 


Enjoy sport, comfort and fine food in 
afriendly atmosphere. Rates substantially 
lower. Special fares offered by the rail- 
roads or drive all. the way on good roads. 
Write Peter Schutt, Manager. 














Hotel 
CHARLOTTE HARBOR 
Punta Gorda—Florida 
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SOW. 45 ST. 33uys TEP 

One half block west of Fifth Avenve: NEW YORK 
large rooms, high ceilings, quiet;. 

selected patronage: opposite or ad- 

jacent to the following clubs; Hanard, 

NewYork Yacht, Army and Navy, flee Operates 
City, Coffee House, Bar Association. PRINCETON, N. J 
J. HOWARD siocu M, Manager OCIAN CIN Sommer 
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To Presidents :— 
Create Investor Confidence 
by Advertising 
the Fact that 
You Pay Dividends Regularly! 
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if it was true then, it’s true Now 


In 1928 THOMAS A. EDISON said of the Electric Industry: 


“Development has 
only Well Begun” 


O and a half million electric 
refrigerators, nine million ra- 
dios, half 4 million ranges, to cite 
a small part of progress, have been 
installed in millions of homes 
since 1928. On more than a quar- 
ter of a million farms motors have 
replaced muscle, and the number 
of industrial customers has in- 
creased by 63,000. 


Yet Today... 


50% of wired homes do not use 
electricity for more than lighting 
and the flat-iron. 


89% of farms are without electric 
power. 

45% of industrial power is not fur- 
nished by electric utilities. 


The statement —“Development has 
only well begun,”’ is still true. 


A Foundation for Future 
Growth 


The Associated Gas & Electric 
System serves 805,000 residential 


Associated Gas & Electric System 


61 BROADWAY 


electric customers who, during the 
last two years, increased their use 
of electricity at a faster than aver- 
age rate. The purchasing power of 
these customers is well up to the 
national average. 

Yet of the total number served, 
only... 


1 out of 6 owns an eiectric refrig- 
erator. 


1 out of 2 owns an electric radio. 
1 out of 33 owns an electric range. 


The installation of these three 
popular appliances increases four- 
fold the amount of electricity used. 


Increased Industrial Use 
Forecast 


Since 1929 more than 1,000 new 
power customers have been added 
by the Associated System. This in- 
crease forecasts greater industrial 
consumption than ever before as 
economic recovery progresses. 
For information about facilities, serv- 
ice, rates, write 


GAS € ELECTRIC 


NEW YORK “sed 














The public utility system of... 








Standard Gas and Electric Company 














serves 1,662 cities and towns of twenty states... combined 
population 6,000,000...total customers 1,603,403 ...installed 
generating capacity 1,587,682 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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If Inflation Comes 


HOSE who sell equipment to 

some of the heavy manufactur- 

ing industries report a very dif- 
ferent attitude among their customers 
today than that which prevailed a year 
ago. In place of extreme caution and 
conservation of funds there are increas- 
ing signs of a willingness to purchase 
new machinery or modern equipment 
wherever there is a likelihood of cutting 
costs. There is also the realization that 
in the event of business recovery, or if 
currency inflation becomes an actuality, 
such equipment would cost more. 
The manager of the real estate depart- 
ment of a chain store enterprise reports 
the recent acquisition of several million 
dollars’ worth of favorable locations and 
the intention to continue: real estate 
purchases with the idea of not only 
taking advantage of current low prices 
but also in anticipation of currency in- 
fation. Among individuals a similar 
tendency is notable and those who have 
ready funds are purchasers in numer- 
ous foreclosure sales. 

These signs are indications of the 
tendency to convert money into goods 
or property which commonly prevails 
when currency is inflated. So far, of 
course, such an urge springs not from 


inflation itself but from the welter of 
discussion and proposals in Congress. 
We frequently receive letters with the 
query “What shall I do to protect my- 
self against inflation?” It is impossible 
to give a specific answer when no one 
knows what form inflation will take, if 
it ever actually comes, and whether it 
will bring about the results which are 
expected of it. There is at least the pos- 
sibility, if not the probability, that the 
first reaction to inflation by law would 
be deflation in fact. On the other hand, 
the latter stages of inflation once it 
“takes” are associated with rapidly as- 


‘sending prices. On this latter basis there 


may be some advantage to be derived 
from the acquisition of lasting property, 
which may conceivably be enhanced in 
value by this process or through a nat- 
ural business recovery. Such property 
may, of course, take many forms such 
as real estate, enduring household ef- 
fects, personal possessions or stocks. All 
of these have their place. The last 
named have simply the advantage of 
the greatest liquidity. Two things 
should be born in mind in this connec- 
tion, however; the first is that, in our 
opinion, there is no necessity for any 
action at present. Inflation would not 


be immediately effective even after it 
was decreed. Secondly not all common 
stocks would be affected by inflation 
in the same manner. Those in indus- 
tries where rates are more or less fixed, 
such as the public utilities, and in some 
degree the railroads, would suffer. On 
the other hand numerous manufactur- 
ing companies would profit by a gen- 
erally rising price trend. 

It may be reasoned that if common 
stocks of this latter variety are ac- 
quired and inflation does not come at 
least there are prospects of ultimate 
appeciation in value with general im- 
provement in the business situation. 
On the other hand, if currency infla- 
tion does materialize and become effec- 
tive they should be among the most sus- 
ceptible to an increase in value. 

For those who are apprehensive con- 
cerning the effects of inflation and 
would be willing in any case to retain 
their commitments over a considerable 
period of time regardless of intermedi- 
ate fluctuations, consideration should be 
given, when the time comes to the com- 
mon shares of selected companies, pref- 
erably those which have demonstrated 
a fairly satisfactory measure of earning 
power during three years of adversity. 








In the Next Issue 


Forecasting the New Government’s Money Policy 


By THEoporRE M. KNAPPEN 


The new administration’s platform calls for a maintenance of sound money; yet Federal 
expenditures and governmental relief will no doubt necessitate continued heavy borrowing. 


How will this paradox be solved? 


Nothing has yet been announced but there is only one 


procedure which the President-elect can safely follow. This policy will have profound effects 
throughout the business and investment world. 


Rates — Regulation — and Capitalization 
What the Solution of These Problems Means to Public Utility Investors. 


Opportunities in Companies That Have Maintained a Good 
Earnings Record — After Three Years of Depression 


—_—— 
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THIS OFFER GOOD FOR TEN DAYS ONLY e e@ @ 4 
Free With Yearly Magazine Subscriptions 








. « « To Invest Successfully in 1933 
You Must Act on Facts . . . 


To give you immediately the status of the various industries and the 
situation of each individual company as well as an analysis of the economic 
and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Eleventh Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style that 
Facts, Graphs and Statistics that : P : Pfu P P . epg 29 . sud 
se lly pen tants pear 2988 you time and yet gives you complete information on every important 
Business and Investment Plans. industry and security 





Yearly Magazine Subscribers Can Get This Volume Free 





Complete Statistical Records—plus one hundred tables and charts illustrat- 
& ing basic conditions in important industries and fully detailed tables giving 
leading companies’ earnings over a period of years. 


Factual The financial position of all leading companies showing the ratio of assets 
to liabilities, the net working capital, etc., will be included. This is a very 
and valuable feature in view of prevailing conditions. 


m Interpretation and Forecast—Practically every company of importance 
Interpretive whether listed or unlisted is included. While the data gives the investor a 

‘ complete record of their growth or decline, our interpretation and forecast 
& will give him the benefit of our expert judgment in analyzing these corpo- 
rations and their trend during 1933. Among other important features:— 


COMPLETE STATISTICAL RECORDS. . DOMESTIC TRADE AND BUSINESS .. 


Analysis of the Stock Market for 1932 with 1933 Analysis of the Business Situation from the Standpoint 
Outlook. By the Industrial and Security Experts of of Recent Events and Prospective Trend. 

The Magazine of Wall Street. —poepettre svat nt emiy eat ci 

—Earnings base for 1933 of all leading companies. ~ees PBs andi peo cee ig tos 


—Dividend changes and prospects. —_T A 
—Stock market prices 1981-1982. rend of foreign trade for 1933. 


—Over-the-Counter prices. SECURITIES .. 


—Curb market prices. 5 2 : fe 
3 Years Earning Record—Present Financial Position. 
BONDS .. Illustrated with Charts and Tables. 


_ 2 —Railroads —Accessories —Steel 
—-Review and forecast of bond market for 1932-1933. Public Utilities MB hog aes 


~—Bond market prices for 1982. —Food and Packing —Leather —Oil | —Shipping 
—Foreign bonds. -Chain Stores —Machinery —Tires —Tobacco 
—Listed and Unlisted bonds. —Mail Order —Textiles —Paper —Radio and — 
—Curb bonds. —Automobiles —Mining —Sugar —Communication 


The clarity and simplicity with which we present all data and interpretive comment will give you a clear and accurate 
picture,—not only of the position of the individual corporation, but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1933. It will tell you which securities to discard and 
which to hold—and enable you to build a sound investment foundation. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 


I enclose $”.50. Send me THE MAGAZINE OF WALL STRBET for one year (26 issues), beginning with the next issue, including full 
privileges of your Personal Service Department. It is understood I am to also receive free: 


The Magazine of Wall Street Manual, to be issued March 6, 1983. 


Publisher's Note: —If you are already a subscriber, your subscription wil! be extended from present date of expiration. 
Canadian and Foreign Postage $1.00 Extra. 
(0 For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. 


— oe oe oe ae we ee Oe ee ee ee ee ee ee ee ee ee em ee ee me em ee oe ee oe 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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The Trend of Events 


—A Controversial Conference 
—Mutual Employment of the Jobless 
—Reorganization Impending? 

—Cut Out Tax Exempts 

—Lower Rail Rates? 

—The Market Prospect 


HE program drafted 
by the delegated eco- 
nomic experts for the 

coming International Economic Conference reads like 

a challenge to the United States. All the major pro- 

posals run counter to our traditional views and prac- 

tices or to public opinion—with one exception. 

Here are some of -the concessions we are required to 
make if the conference shall accomplish results: Freely 
and cordially part with much of our monetary gold 
stock, substantially forget the war debts, encourage 
imports of foreign goods, resume foreign financing, 
lower our tariffs. These are the prices we are called 
upon to pay for world-wide resumption of the gold 
standard and the realization of the concommitant con- 
ditions of stabilization of international trade and 
finance. The salient concession required of other 
countries is the implicit abandonment of the foreign 


A CONTROVERSIAL 
CONFERENCE 


trade advantages some thirty of them now have be- 
cause of the depreciation of their currencies. 

The conference will mean essentially that the United 
States will be called upon to make the great decision 
between world economy or nationalistic economy. We 
shall have, in a nutshell, to decide whether we shall 
follow the normal course of a creditor nation or shall 
endeavor more and more to make our own national 
economy self-sufficient. Historically, we have always 
viewed imports with suspicion—as a necessary evil. If 
carried to its logical conclusion our policy would have 
us export for monetary consideration only. Now we 
are told, in effect, that this policy and the restoration 
of the gold standard are absolutely incompatible. We 
can’t restore gold as a standard and a medium of facili- 
tation of international trade and continue to amass it. 

We have no fault to find with the experts. It was 
their prescriptive duty to view a conference on world 
economics from the world standpoint. We merely 
wish to point out that the adoption of such a stand- 
point by the American delegation will encounter diff- 
culties that will probably be insuperable because in 
conflict with historic policies and objectives of the 
United States. It will take more than one conference 
and a still more convincing demonstration than current 
events have provided of the inevitability of realignment 
of our economic relations with the outer world before 
we will be willing to concede that we must steer the 
national course as part of that of an international trade 
fleet. The march of events may educate or force us 
to that decision but it can hardly be reached in a few 
months—even in this fourth year of depression. 
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OF THE JOBLESS point of common 

sense the break- 
down or curtailment of business is about the silliest 
exhibition this silly world has ever given. The world 
is full as never before of insistent economic demand 
and of the means of supplying it. People want more 
and can have more than ever, and they are receiving 
less and giving less. The world abounds in the sub- 
stance of wealth and seeths with need of it. Owners 
would give their souls to sell their goods for other 
goods and services and the highest ambition of work- 
less millions is to buy. We have practically excluded 
12,000,000 people and their dependents from the 
national economic circle, and yet a growing population 
has always been esteemed the very cornerstone of 
abounding prosperity. Now parts of this ostracized 
segment of our population are giving us a sardonic 
demonstration of our asininity. Through direct barter 
and scrip, they who were denied work in the 
normal way and were deprived of purchasing power 
are to an important extent employing each other 
and buying from themselves. Being denied access 
to regular money as their medium of exchange 
they have created their own. Yet they had far greater 
buying power and social efficiency before they were 
cast out because society couldn’t keep its economic 
machine going full time, although they were competent 
to pay their own way and more. If a foreign power 
should undertake to annex a territory inhabited by 
one-fifth of our people and cut us off from all com- 
mercial relations with it we would fight as we never 
have fought before. But for the time being we face 
substantially the same condition—except that we are 
spending hundreds of millions of dollars to support 
the economic expatriates. It doesn’t make sense. 


MUTUAL EMPLOYMENT an the stand- 


PYRAMID REORGANIZATION 
IMPENDING? 


T would not 
be surprising 
if certain re- 
cent publicity, attributed to the inspiration of J. P. 
Morgan & Co., professing to be about reorganization 
of the Missouri Pacific, but dwelling largely on the 
entire Van Sweringen interest, should turn’ out to be 
an intimation that the whole rather than the part is 
the objective. It is only a matter of time until public 
opinion and legislation will unite to bring about an 
untangling of the absurd tangles which have scrambled 
operating and holding companies of various kinds. 
Responsibility is divided and obscured and extraneous 
interests and ambitions tend to dominate over the 
faithful integral administration of particular properties. 
The Van Sweringen amalgamation is generally cited as 
the classic example of involved complexity of owner- 
ship and control. Simplification might somewhat 
eclipse the renown of the able brothers, whose course 
during the present time of trial has added to the luster 
of their reputations, but we see no ground for fear that 
it would impair the actual interests of shareholders or 
destroy values that have been attained through the 







numerous affiliations which have resulted from their 
talents for organization and administration. 


—, 
CUT OUT THE HERE can be no two views 
TAX EXEMPTS! regarding the essential im- 


morality of the exemption 
of Government securities from taxation. Billions and 
billions of the securest form of wealth we know escape 
all taxation, and thereby add to the tax burdens of 
millions of people whose wealth is insecure and their in- 
comes both reduced and precarious. Not only that but 
a safe and idle retreat is offered to capital at a time 
when the premium, if any, ought to be on its active use. 
We are in full sympathy with Senator Hull’s pro- 
posal for a Constitutional amendment to correct this 
crying evil. Amending the Constitution is a slow 
business. It will be a long time before the tax exempts 
will cease to be exempt. That disposes of the argu- 
ment that the abolition of tax exemption would im- 
pede municipal financing at a time when it is already 
dificult enough. But when an evil is most onerous is 
the time to rally public opinion to its extinction. 


—_— 
LOWER EVERAL national industrial 
RAIL RATES? S associations have appealed to 


the Interstate Commerce Com- 
mission for a reduction of freight rates on their 
products. They allege that the current emergency 
super-rates are unjustifiable, because industries suffer- 
ing even more from the depression than the railways 
are called upon to help the latter. They even maintain 
that lower instead of increased rates is the way to 
swell railway revenues. And they advance the broad 
economic argument that business recovery is delayed 
by the resistance of transportation charges to the nat- 
ural cure of equalization of prices, which is making 
tremendous headway in so many other fields. Every- 
body else is convinced or on the way to be convinced 
that 1929 prices can not get the business in 1933. It 
will not suffice for the railways to point to their fixed 
financial and operating costs. They have a way out 
now, through receivership reorganization, and pending 
legislation in Congress will make that way easier and 
of good repute. This country is rapidly getting to 
the point where it does not worry about the name when 
the fact is accomplished. A busted railway is none 
the less busted because it has not yet confessed the 
fact. Better, of course, if it can pull through,—but 
what about lower rates as a means of pulling through? 
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UR most recent investment 
C) advice will be found in the 
discussion of the prospec: 
tive trend of the market on page 466. The counsel 
embodied in this feature should be considered in con- 


nection with all investment suggestions elsewhere in 
this issue. Monday, February 13, 1933. 


THE MARKET 
PROSPECT 

















BUSINESS, FINANCIAL and INVESTMENT COUNSELORS }j 
1907-“Over Twenty-Five Years of Service"—1933 


THE MAGAZINE OF WALL STREET 
























delibe 
certa! 
has c 
sion 
polic: 
stand 
unce! 
is a 
priva 
TI 
the ; 
mané 
prive 
fiscal 
The 
has | 
vate 
5 bil 
tive 
bank 
term 
almc 
sb 
is pl 
bank 
cent 
inve 
men 
witl 
Ob 
absc 
reso 
nite 
the 
eng: 
lenc 
the 
ade 
say 
Son 
has 
dla: 
hea 
sec 


for 





—=—=— 


hei A ( IT See 7 | By Charles Benedict 


iews 
im- 
tion 
and 
ape 
3 of 
r in- 
but 
ime 
use, 
r0- 
this 
low 
pts 
gue 
im- 
idy 
is 


QO. O. YT aQ TFT ¢ 


= 
co 


ower NR ew O 2.00 


N 








Can We Borrow Our Way Out? 


UCH has been said of the necessity of balancing 
M. the Federal budget but there is as yet no evidence 

that the real signficance and ultimate implications 
of this problem are understood either by Congress or the 
American public. Certainly there is no really effective 
agitation for a prompt and sound solution. We find, for 
example, as outstanding a leader as Senator Borah publicly 
asserting his doubt both as to the nation’s ability to balance 
the budget and as to the advantage of so doing. 

Meanwhile the persistent excess of Federal expenditures 
over revenues runs on at scarcely checked rate and in three 
years the Federal debt has increased by more than 5 billions 
of dollars. These results are not the fruit of clear and 
deliberate policy but of aimless drift, vacillation and un- 
certainty; and therein lies much of the danger. The time 
has come for confusion to be cleared away and for a deci- 
sion to be made as to more permanent’ Federal financing 
policies. Whatever those policies may prove to be, what 
stands out in the present situation is that the prevailing 
uncertainty surrounding the entire Federal fiscal program 
is a serious weight upon the confidence and initiative of 
private finance and industry. 

The credit of the Federal Government is the keystone in 
the arch of all credit confidence. The soundness of its 
management is of incalculable importance in relation to 
private banking and investment policy. In the existing 
fiscal situation there is obviously an element of artificiality. 
The cumulative 5-billion-dollar deficit of the last three years 
has been made up by borrowing; but on what basis? Pri- 
vate investors have not put surplus funds into an additional 
5 billions of Government bonds offered at fair and attrac- 
tive rates. The load has been foisted upon a sorely strained 
banking structure, virtually entirely in the form of short- 
term issues, at rates which yield these banks a trifling, 
almost negligible, return. 

The emergency nature and abnormality of this policy 
is plainly indicated by the fact that at present the member 
banks of the Federal Reserve System have approximately 22 
cents out of every $1 of deposits 
invested in United States Govern- 
ment obligations, in comparison 
with 11 cents only two years ago. 
Obviously, such Federal Treasury 
absorption of commercial banking 
resources can not go on indefi- 
nitely, for it would bring us to 
the absurdity of a banking system 
engaged almost exclusively in 
lending the funds of depositors to 
the Government at entirely in- 
adequate interest rates. Who can 
say where the practicable limit is? 
Some bankers think it already 
has been reached and some banks 
Dlainly are averse to further 
heavy purchases of Government 
securities. As a matter of fact, 
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the commercial banks during the last three months have 
virtually failed to make any increase in their purchase of 
Governments. 

Sound policy calls for a halt in this abnormal volume of 
short-term financing. It also calls for a large refunding 
operation in which a substantial proportion of existing Fed- 
eral debt can be transferred to private and fiduciary in- 
vestors in the form of long-term bonds at a fairly-gauged 
interest rate. Yet it is open to serious question what the 
response of private investors to such a program would be. 
It is to be doubted that under the emergency of depression 
anything resembling the Liberty Loan campaigns of war 
time would be successful. 

If, therefore, the Government is to continue as an abnor- 
mally heavy borrower of investment funds—and every 
present indication points to this intention—it is difficult 
to see how the program can result in other than a maximum 
absorption of banking resources, whatever the security or 
its interest rate. In other words, available credit would 
largely cease to flow through normal banking channels and 
would find active application only through the politically 
directed channels of the Government. 

Conceivably, such a program, involving a much more ex- 
tensive socialization of the losses of deflation than we have 
yet embarked upon, might turn the economic tide and thus 
rescue itself. On the other hand, any less happy outcome 
would ultimately and inevitably find the Government’s bor- 
rowing power exhausted and the plain record of history 
shows that this is the point of the beginning of forced 
and automatic inflation. As long as sanity prevails, gov- 
ernments do not deliberately and voluntarily embark upon 
uncontrollable currency inflations on the fatuous theory of 
easing the lot of private debtors. Government begins to 
print money for its own needs when it cannot be had in 
any other way. 

No one, however, who has noted the inevitable results 
of such inflation wherever and whenever it has been tried, 
would wish to see such a course pursued. It remains then 

for us to call a halt on the hazard- 

“1 ous business of attempting the 

| socialization of the debt burden 

by shifting the difficulties of in- 
dividuals, corporations and insti- 
tutions onto the Federal Govern- 
ment, and sharply curtail both na- 
tional expenditures and borrowing. 

We know without doubt that 
an individual must cut his cloth to 
his purse. Weknow that he cannot 
spend himself nor borrow himself 
out of depression. We know 
that neither a city nor a state can 
borrow itself out of depression. 
Can all individuals collectively bor- 
row themselves out of depression 
on the credit of the Federal Govern- 
ment, which is the credit of us all? 
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and Political Tendencies. 


q Test of Rallying Power on Basis of Seasonal Factors Is at Hand. 


Longer Term Outlook Still Obscured by Indefinite Business 


Changing Market I rend? 


By A. T. Mituer 


HE recent phase of reaction in the stock market has 
undoubtedly been accompanied by scattered and 
persistent liquidation in a number of individual 

issues. The underlying realities as to business conditions 
have been re-emphasized in several dividend changes more 
unfavorable than had been generally anticipated. Volatile 
speculative sentiment has taken another turn toward 
pessimism. 

Yet the maximum activity of this movement has 
amounted merely to a couple of million-share sessions and, 
with the average price level once more around the bottom 
of the trading range which has prevailed since early Octo- 
ber, the volume has fallen to less than half of that with 
which the reaction started. In short, so far as indicating 
any change of major trend, the fifth reaction of the last 
four months is no more convincing than the preceding four. 


A Favorable Indication 


The market's tendency to flatten out and to grow dull as 
recurrent technical reactions approach the general resistance 
level which has been maintained since early October appears 
to supply, at least for the early future, a favorable indica- 
tion more reliable than the immediate state of speculative 
opinion, for the latter has a way of undergoing rather rapid 
changes of mind and emotion. 

In the present confused setting, with the spring business 
developments still awaiting clarification, it would not be 
surprising for a few days of market firmness to effect 
another reversal of trading sentiment, for present activity 
is very largely in the hands of a professional speculative 
element which is very quick to change its tactics in press- 
ing the immediate line of apparent least resistance. 

Reaction has provided a technical setting for such a 
possible reversal. If there is to be a seasonal spring rally 
this year the time is ripe for it. In the late spring the 
actual business progress, if any, of the first quarter will be 
a matter of history so far as forward-looking speculation 
goes. Moreover, within the period of normal first quarter 
upturn there is no prospect that the political uncertainties 
which lie ahead will be clarified. The second quarter of the 
year will have to be awaited for indications of what the 
major policies of the new Administration are likely to be. 

Thus, while clarification of both business and political 
doubts will most certainly determine the major 1933 trend 
of speculation, there appears to be nothing in the immediate 
setting to preclude at least an attempt at an intermediate 
speculation based primarily on seasonal hopes. If such a 
rally can not get under way during the second half of 
February, its chances of doing so thereafter will grow 
slimmer. 
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While recent moderate weakness has provided an op. 
portunity for further selective accumulation, in conformity 
with the policy recommended last November by Tur 
MAGAZINE OF WALL STREET, we again emphasize that 
purchases should not be made in periods of rally. Indeed, 
the time may be drawing near for a reconsideration of the 
whole question of intermediate investment policy, for if 
by March the longer business prospect appears no more 
improved than at present even a moderate rally would 
provide a favorable opportunity for withdrawal by those 
who have made purchases solely on the seasonal prospect 
and who are not willing on inconclusive economic evidence 
to carry longer-term risks. Meanwhile, the danger of a 
serious break-down of the market appears slight. 


Affect of Dividend Changes 


Although the recent action of the United States Steel 
Corp. in cutting its preferred dividend to a $2 basis, the 
omission of its extra dividend by Standard Oil of New 
Jersey and the reduction of dividends by several other 
important corporations met with a temporary adverse 
psychological reaction, it is perhaps significant that this 
series of disappointments resulted in no really important 
increase in the pressure of general liquidation. The fact 
is that liquidation or speculative selling “after the news is 
out” is usually selling of a weak and uninformed character. 

Obviously, corporate dividend policy has a way of lag- 
ging far behind the course of business, especially in the 
case of the large companies which in good years built up 
fat surpluses, to some part of which stockholders are plainly 
entitled in periods of depression. The policy of the Steel 
Corp. in this respect, for example, has certainly no very 
close connection with the opinions of the management as 
to the business prospect. On such a basis the preferred 
dividend no doubt would have been cut or omitted some 
time ago. 

Dividend policy under present conditions is determined 
chiefly with prudent regard for a corporation’s liquid re- 
sources. Companies which have been paying unearn 
dividends throughout much of the depression can not do 
so forever, but the fact that individual companies at vary: 
ing times approach a point below which they do not think 
it wise further to reduce surplus can by no means be ac’ 
cepted as representing an informed forecast of the business 
prospect. In this connection, it is of interest to note that 
the final, reluctant omission of dividends by the stronger 
companies is precisely what is to be expected in the late 
phases of depression. There were many such changes, for 
example, in the forepart of 1922 when business was actually 
under recovery. 
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In view of the marked irregularity of individual and 
group price movement in recent tfading, it appears prob- 
able that this characteristic likewise will prevail in any rally. 
A glance at the price charts instantly reveals that over the 
past four months the fluctuations of the industrial stocks, 
despite wide individual variations, has been essentially 
negative on the average. The railroad group, on the other 
hand, has demonstrated a consistent and persistent improve- 
ment in underlying support, while apparently informed 
liquidation, although in moderate volume, has been sufhi- 
cient to carry the public utility stocks at their worst slightly 
under the previous bottom range of the last four months. 

To some extent the unfavorable performance of the utili- 
ties is no doubt due to the apparently probable prospect 
of a movement for more intensive interstate regulation of 
rates and operations under the new political administration. 
The threat of future governmental competition in the pro- 
duction and distribution of electric power at Muscle Shoals 
and other areas is also hardly conducive to enthusiastic 
speculation in utility shares, although such actual danger to 
private companies as is involved is certainly by no means 
imminent. 

As a matter of fact, there are more tangible current rea- 
sons for a changed investment appraisal of many utility 
stocks. Despite a substantial improvement in the general 
level of business activity, as compared with the low point 
of 1932, there has appeared no corresponding gain in the 
gross sales and revenues of the utility industry. The evi- 
dence afforded in recent weeks by the index of electric pro- 
duction is disappointing, suggesting that the downward 
trend in gross sales is thus far continuing. 

Unless this trend is soon reversed it can scarcely fail to 
have an increasingly adverse effect on that portion of utility 
earnings which is available for common stocks. In the 
capital set-up of most utilities is a simple explanation of 
the fact that the acute pinch of depression is belatedly felt. 
Fixed charges, especially interest on funded debt are rela- 
tively rigid. While the industry’s coverage of prior charges 
is still good, a point of declining gross sales apparently has 
been reached beyond which any further shrinkage will 
rapidly eat into the 


essential position of the industry is sound and its possibili- 
ties of long-term future growth are promising, regardless of 
temporary difficulties. These may justify reappraisal of 
intermediate holdings in some stocks, as discussed in a 
separate utility article in this issue, but need not disturb 
investment retention of the stocks of sound companies. 

The performance of railway stocks is surprisingly good 
and even without the support of much visible evidence of 
a fundamental change in their position is quite likely, if 
maintained a little further, to be accepted as a heartening 
speculative portent for the reason that throughout this de- 
pression the movement of the rails has proved the most 
reliable barometer of general market trend. 

The level of traffic is below that of a year ago but main- 
tains a hopeful portion of the recovery experienced since 
last June. This fact supplies a tangible basis for increas- 
ingly confident assumption that the process of disintegration 
in the general rail position at least has been significantly 
checked. On the present traffic level, operating economies 
—although to some extent at the expense of deferred 
maintenance—give much promise of enabling the roads to 
show at least moderately larger earnings than in 1932. 

In last summer's very excess of pessimism regarding the 
railroads, there was perhaps a setting provided for a re- 
versal to the present more optimistic sentiment. It is in- 
creasingly realized that probable reorganizations, either 
voluntary or under revised Federal bankruptcy laws, would 
constitute an essentially favorable, rather than disastrous, 
development. It is also increasingly apparent that in most 
cases junior bonds are conservatively priced in relation to 
underlying values and long-term prospects. 

In addition, the market appears to reflect a conviction 
that a generally constructive program of railroad regulation 
and rehabilitation is to be expected from Washington. 
These factors, it must be admitted, do not alter the prob- © 
ability that further ultimate deflation of rail wages and 
freight rates will be necessary, nor do they change the fact 
that substantial recovery in traffic is prerequisite to sus- 
tained revival of earning power. 

The current business indexes are neither inspiring nor 

unduly depressing, 








reflecting in the 





earnings availa ble 
for shareholders. 
Together with this 
factor, some ques- 
tion has arisen as to 
whether the indus- 
try’s internal posi- 
tion can escape some 
further deflation, if 
it is to conform with 
the price levels pre- 
vailing in other 
fields. Considerable 
agitation for reduc- 
tion of service rates 
is being heard on the 
argument that costs 
of materials and 
labor have come 
down. Moreover, 
the “reproduction 
cost” argument ad- 
vanced by utility 
companies in rate- 
making cases of a 





RECENT RECORD 


OF MAJOR GROUPS 





main merely a con- 
tinuation of the re- 
cent uncertainty and 
hesitation. On the 
average, there has 
been a further mod- 
erate decline in com- 
modity prices, but 
its adverse specula- 
tive influence is cur- 
rently modified by a 
few spots of tenta- 
tive firmness in farm 
commodities, notably 
wheat and hogs. 

We appear to be 
nearing the end of 
the period of sea- 
sonal increase in 
banking and com- 
mercial failures and 
in retrospect the 
record is not bad, 
comparing very fa- 
indeed, 

















few years ago is ‘  vorabl 
“ Al 9 Vv, 
oogh “org in reverse J ion ARY yi idles ARY ss with the figures of a 
eir Opponents. ‘ (Please turn to 
Nevertheless. the % DOW-JONES AVERAGES 1933 page 506) 
for FEBRUARY 18, 1933 467 











q 





plished. 


q 





N view of the fact that it was the Ger- 
man financial collapse in the spring of 
1931 that gave the world-wide business 
depression additional momentum—when re- 
covery had apparently begun—the present 
situation in Germany is of critical impor- 
tance. If the nucleus of infection which 
spread throughout the world is being ex- 
tirpated the consequence, both tangible and 
psychological, may be comparable in uplift 
to the down thrust of its inception. Unfor- 
tunately, just when there was convincing evidence that 
Germany had succeeded remarkably in righting herself the 
outlook has become clouded by political complications. 

The accession of Hitler to the chancellorship, even 
though he is at the start restrained by a cabinet in which 
moderate elements are dominant, is portentous of events 
which may offset all the economic regeneration that has 
been accomplished and lead to another postponement of 
general recovery throughout the world. At the best, the 
German situation must in all aspects be one of worried 
waiting until after the parliamentary elections, set for 
March 5. What will ensue then can not be foretold with 
any degree of confidence. The electoral contest appears 
to be a struggle between the adherents of some sort of 
virtual dictatorship, or tyranny—virtually between the 
Republic and a reversion to the approximate absolutism 
of the Empire. The adherents of the old order have formed 
an alliance with Hitler’s fascists to that end. They expect 
to merge the National Socialists and the imperial reaction- 
ary elements into a dictatorial government body, in which 
they will furnish the leadership and Hitler the power 
without being it nimself. After the elections, however, it 
may be they and not Hitler who will turn out to be the 
catspaw. Strange and dismaying adventures in govern- 
ment may follow in that event. 

The election decrees issued by the new government 
show clearly its intention to stamp out by fair means or 
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The accession of the Nazi leader to the Chancellorship, even 
though he is at the start restrained by a cabinet in which med- 
ern elements are dominant, is portentous of events which may 
offset all the economic regeneration that has been accom- 


Dominant fascism in Germany has already raised the problem 
of combined fascism in Europe led by Germany and Italy, and 
pointing toward new international complications. 


As Germany Revives— In 
Comes Hitler 


By JoHn C. CresswiL1 








foul all open opposition to the realization 
of a strong government for Germany. 
This purpose may lead to civil war, particu- 
larly if the Communists and the Socialists 
should bury their enmity in general discon- 
tent. So far the Nazis have effectively driven 
a wedge between these two great factions of 
the working classes. Their combination, 
however, would result in a force out-num- 
bering the National Socialists and their 
strange bed fellows—the junkers and the 
industrialists. Such a war (or continued governmental 
paralysis) may be the only alternative to a virtual revolu- 
tion, resting on the Reichswehr and other regular or vol- 
unteer military groups. The German people have never 
been notorious for sustained opposition to the government 
de facto, and a government of blood and iron may easily 
subdue all open opposition and have its way. 

Regardless of one’s political sympathies, it is necessary 
to concede that such an outcome would make for economic 
betterment, for it would mean that politically and economi- 
cally Germany would be unitarily and centrally controlled 
and directed. Big business would be the real ruler of the 
Reich. What the will of man, the power of government 
and the union of industrial and banking power under one 
clear-seeing and determined control can do to direct national 
economy into prosperity would be done. 

The optimism that was beginning to prevail in Germany 
before the governmental overturn, apparently shared by 
foreign as well as domestic observers, was not based on 
an obvious upturn of business, or even of certain checking 
of recession. It was based on a feeling that the long battle 
for the attainment of a financial and economic position of 
acknowledged vigor and capacity to meet any contingency 
that might be expected had been definitely won. 

The re-establishment of confidence is reflected in the 
position of the Reichsbank. Notwithstanding increasing 
business activity and awakening enterprise the Bank 
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reduced its credits by 840 million marks during 1932, and 
money in circulation declined by 758 million marks. This 
is attributed largely to the repatriation of funds and the 
disappearance of hoarding, and the consequent ability of 
industry and trade to provide financing internally. Re- 
patriation was due, in turn, to the general confidence that 
between the government and the Bank the exchange prob- 
lm had been solved. While there has been great political 
unrest and apprehension for many months the successive 
governments had inflexibly pursued a policy of controlling 
and economizing foreign exchange at whatever cost. The 
gold standard had been successfully maintained and infla- 
tion sternly avoided. While foreign trade as a whole 
declined various forms of governmental manipulation had 
kept imports within exports, an achievement as noteworthy 
as it was necessary. Germany is no longer a creditor 
nation and its international services are not profitable. For 
the time being it must fortify its gold position by an excess 
of exports. The margin between imports and exports has 
hen narrowing in recent months, but is as yet sufficient, 
at around 80-to-90 million marks a month. 


Foreign Credit Position 


The short-time credits situation causes no alarm, and 
there is little fear that threats of deliberate scaling down 
of foreign private obligations will be realized. The standstill 
agreement will be renewed on German terms. The amount 
involved, the major part of which is American money, has 
been somehow reduced to about one billion dollars—two 
thirds of what it was. It is possible that a new government 
will ask for an indulgent reduction of interest rates on 
the private foreign bonded indebtedness, but if this is all it 
will have an effect of strengthening confidence in the in- 
tegrity of the principal. Reduction of principal on foreign 
bonds, however, is unlikely in 1933. Very few bond issues 
have so far failed to meet interest. 

There has been a noticeable improvement in liquidity of 
banks and business in general. The government has from 
time to time permitted the purchase of German securities 
abroad with the proceeds of sales of exports. These bonds 
bring much higher 
prices in Germany 
and swell the prof- 
its of exporters. 
German farmers 
who are able to 
buy foreign hold- 
ings in the Ger- 
man Central Bank 
of Agriculture can 
thus use them to 
pay their debts at 
50 cents on the 


dollar. 
Whatever the 
government _posi- 


tion may be even- 
tually German 
business opinion 
inclines to the view 
that each debtor 
should stand on 
his own feet, and 
that Germany be 
not discredited 
abroad by any sort 
of general mora- 
torium or revision. 
Further liquidation 
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of weak concerns, which has been staved off by govern- 
mental subsidies, is certain. When it is achieved German 
industry will find its production costs greatly reduced, 
through the deflation of wages by decree and otherwise. 
And it will have behind it a strong banking structure and 
a currency at par. Prior to the incoming of Hitler the 
security markets were steady and confident in tone. Be- 
tween April and December there was an advance of 25 
per cent in stocks and about 20 per cent in bonds. 


Illusory Growth of Production 


While there has been since last summer a gain in the 
general production index for the first time since the finan- 
cial crisis of 1931, there has been no expansion of business 
volume—rather the contrary. Confidence is discounting 
the future. Unemployment has perhaps, declined a little, 
but the purchasing power of the public continues to de- 
scend. Work has been spread out and subsidies have 
stimulated production but wages have been reduced. No 
actual improvement in genuine business activity is expected 
until unemployment has been greatly reduced and payrolls 
grow. Output of coal, iron and steel, and chemicals and 
textiles (until recent weeks) has gained, and there has 
been some expansion of the industrial use of electric power. 
The cotton spinning industry is greatly depressed and so 
is the agricultural implement making industry. The whole- 
sale indices have continued to fall, having descended 20 
points in a year, but living costs have fallen only 12 points. 

The federal budget continues unbalanced, the 1932 de- 
ficit was 2 billion marks. Tax collections have declined and 
industrial subsidies are, nevertheless, being increased. 

The export trade is much concerned with the tariff dis- 
pute with Sweden which may result in a loss of a large 
part of Germany’s already dwindling favorable balance of 
trade. With the cheapest labor in the world and a de- 
preciated currency, Japanese factories are cutting into some 
of Germany’s best markets in cotton goods, electric light 
bulbs, locks, axle bearings and some other items. 

The vicious efforts the Hitler government is making to 
crush the communist party in Germany is already re-acting 
unfavorably on the 
profitable export 
trade with Russia. 
The Soviets are be- 
lieved to have stop- 
ped purchasing 
Russian securities 
in foreign ex- 
changes for use at 
higher Berlin prices 
in paying for their 
purchases in Ger- 
many. The recent 
fall in German se- 
curities in those 
markets is partly 
attributed to this 
Russian __ reprisal. 
Complete Hitler 
control will prob- 
ably result in a vir- 
tual suspension of 
German trade with 
Russia, which 
would be followed 
by a serious ex- 
change situation, 

(Please turn to 
page 505) 
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Foreclosure or Adjustment? 


Mortgage Debts Approach the Crisis 


By THEoporE M. KNAPpPEN 














T was in lowa—richest of the that real estate was valued at 170 
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The sheriff started. A farmer Here is another angle of the 




















stepped up and slapped him a 
stinging blow on the face; his gun 
remained in the holster. 
“Get out of here,” said the farmer. The Sheriff got. 
“You, too,” said the farmer to the auctioneer. He also 


“What are you going to do about it?” the district judge 
was asked in his home that evening. 

“Nothing, this is a democracy; the people rule. Here- 
abouts the people are the farmers.” 

The meaning of this and hundreds of similar episodes 
spell the end of the incubus of unbearable mortgage debt 
in rural America. 


Lightening the Mortgage Load 


Already the life insurance companies announced in- 
definite moratoria on farm mortgages, not only Iowa 
but, presumably, throughout the nation. This is the be- 
ginning of a universal recasting—deflation—of farm mort- 
gages. 

City dwellers are not so bold as the farmers, but re- 
ports are coming in of a general let-up of the pressure to 
foreclose on urban dwellings. 

The other day the largest building and loan association 
in Dayton, Ohio, announced a horizontal reduction of 
mortgage interest rates from 7 to 4! per cent, effective for 
the year of 1933. 

The mortgage problem is before every state legislature 
now in session—-and that’s all but a few of them. Con- 
gress is moving *o lower interest rates on all Federal gov- 
ernment agencies’ loans—and all private farm loaris, too. 

The national wealth of the United States is today prob- 
ably not much more than 200 billion dollars. The total 
real estate wealth is about half of that. Four years ago 
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problem: From 1914 to 1929 the 
massed purchasing power of all 
producers increased 61 per cent, that of the farmers, only 
23 per cent. Manufacturing laborers gained 108 per cent, 
while management and capital gathered in a gain of 153 
per cent. Something had to break. Something did break 
in 1929. Other things are breaking now. The ground is 
being cleared for a more or less complete readjustment of 
that portion of the private debt problem represented by 
mortgages. 
Again, farm mortgages have been a persistent curse since 
1920. Urban mortgages have been a baffling problem for 
only two or three years. The farmers have paid off a 
billion of non-mortgage debt since the great debacle of 
1920-21. Since the 1929 explosion they have forfeited 
another billion of wealth to satisfy mortgages and taxes— 
and a tax lien is, after all, only a super-first mortgage. 
Paint black the tax-delinquent farms and the map of rural 
America takes on a dark and foreboding aspect. And 
real estate mortgages are not all of the blackness, for the 
farmers have, also, indebtedness not secured by land of 
about 3 billions—close to 12 billions all told. 
Who are the creditors of this debt picture? The life 
insurance companies hold about 1,700 million dollars: the 
Federal Land Banks and Joint Stock Banks, 1,500 millions 
Most of the remaining 5 billions is held by local banks, 
active and retired farmers, and other local investors. Thou’ 
sands of rural banks have been crushed and wiped out by 
these assets—esteemed the cream of the cream before the 
world was turned upside down. The banks went down 
first in the ruin caused by the rigid farm debt. After them, 
the farmers. : 
Information regarding urban real estate mortgages is not 
so complete as that relating to farm indebtedness. os 
estimated that there are 13,000,000 homes in the Unit 
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States occupied by the owners—about half of the whole— 
and that 5,000,000 of them carry mortgages. These mort- 
gages usually run for from three to five years. There has, 
therefore, been an enormous number of maturities since 
the depression set in. The difficulties into which financial 
institutions have been plunged, together with the deprecia- 
tion of the value of the security, has resulted in great pres- 
sure for liquidation. Curtailment before renewal has been 
the general rule, and the number of foreclosures has been 
stupendous. ¢ 

For the most part, mortgages on real estate represent 
part of the financing for the original building or its pur- 
chase. The period between 1922 and 1929 was one of 
extensive home-building. The owners usually took on a 
heavy proportion of first and second mortgages. On the 
average their incomes have been cut 50 per cent, and great 
numbers have lost virtually all income. Yet their obliga- 
tions remain what they were in flush times, and interest 
rates the same. Simultaneously, the valuation of: their 
equities has grossly declined. Here, as with farm mortgages 


there must be a scaling down of obligations through fore-. 


closure or rearrangement of mortgages, the latter taking 
the form for the most part of reduction in interest. Neither 
the city nor the country can ever recover a normal balance 
between real estate creditors and debtors until the debt 
burden is adjusted to the new level of income, commodity 
prices and business profits. 

The aggregate urban property mortgage debt, in- 
cluding that of corporations, was placed at 37 billions 
in 1929. How much it has since been scaled down by 
foreclosure or otherwise is not known, but it may be 
estimated at 5 billions. Also to be taken into account 
are other corporation bonded and mortgage liabilities. 
Besides, we have to take into account a business mort- 
gage liability of approximately 12 billions carried by 
individuals and partnerships, but largely overlapping 
the above item of 37 billions. If this amount has been 
scaled down during the depression in proportion to the 
farm debt it may now be somewhere around 10 billions. 

There is a rising feeling in the cities that there 
should be equality of treatment between city and 
country mortgages. New York City, for 
example, is normally plastered with real 
estate mortgages; practically all of the | 
city’s 8 billion dollars of real estate is en- 
cumbered. The rigid mortgage burden 






















bears oppressively upon the city’s entire business life. Re- 
duction of interest rates is stoutly opposed by some in- 
terests as being financially disturbing, but the savings banks 
are disposed to acknowledge that it is inevitable, although 
they are opposed to the adoption of a general rule. Sus- 
pension of amortization of mortgages during the depres- 
sion is strongly advocated. 


Guaranteed Mortgages and Real Estate Bonds 


A critical aspect of the urban mortgage problem is the 
difficulties the mortgage guaranty companies are now facing. 
It is estimated that in New York City alone there are 3 bil- 
lions of guaranteed mortgages, entailing an annual obliga- 
tion under the guarantees of 700 millions. The demands 
on these companies have become so great and so far be- 
yond all normal expectations and present income that large 
numbers of mortgagees find themselves as precariously situ- 
ated as the mortgagors. Special temporary relief for them 
is under consideration, with the Reconstruction Finance 
Corporation as the source and the New York Clearing 
House banks as an emergency factor. Permanent reduc- 
tion of their liability as well as that of the mortgagors is 
sought in a campaign now under way. 

For example, the New York Title & Mortgage Co. has 
formally appealed to its guranteed certificate holders to 
amend their certificates as follows: Reduction of the in- 
terest rate to 4 per cent for a period of three years, 
authorization of the company to “do any one or more 
of the following,” without reducing the interest below 
4 per cent—defer payment of interest, principal and 
installments, reduce the rate of interest upon bonds and 
mortgages, and grant “other indulgences.” Moreover, 
cancellation is requested of the right of cashing a certifi- 
cate upon the death of the holder. Such an appeal re- 
veals how truly the city mortgage situation is in the same 
boat with that of farm mortgages. 

Another phase of the urban real estate mortgage problem 
is novel in this depression, that is the real estate mortgage 
bond. The total issue of such bonds has been placed as 
high as 10 billion dollars. It was the favored 
method of financing great numbers of hotels 
and eapartment houses in-the period of pros- 
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perity and lavish construction. These bonds probably rep- 
resented a total of investment that was considerably in 
excess of a conservative valuation of the properties to which 
they were related. Today they may be estimated as hav- 
ing less than half the value of the bonds floated against 
them. Liquidation of this bonded indebtedness is proceed- 
ing rapidly, and the owners of the bonds are getting no 
more public help and sympathy than the losers in the 
security markets. It is quite the common thing to find 
hotels and apartment houses in bankruptcy or in liquidating 
receiverships. The ruthless pro- 


no new business for the merchant and only dust for the 
old bills. And, then, the farm mortgage is the prime rural 
investment,—the support of the retired farmer, the bulwark 
of rural estates. 

It is not in human nature, at least not of the American 
stripe, for a whole generation to endure sacrificial torture 
out of respect to a dead and decaying past. Debts con- 
tracted on the security of land when it was worth five times 
as much and yielded several times as much as now in 
money income and purchasing power cannot endure. 

They are as incongruous with the 








cess of deflation is cruel to the 
bondholders but the general pub- 


_ new environment as high heels 
and desert sand. 
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total of 37 million dollars. 

The insurance companies have to deal with a large pro- 
portion of this amount. Eighteen of the larger life insur- 
ance companies hold 4,100 million dollars of urban mort- 
gages of various kinds. While the mortgage percentage 
of their total assets is not large it is an-important factor 
in reducing their dividend to policyholders and stockhold- 
ers. Incomes of millions of individuals are thus adversely 
affected. City banks, trust companies, mortgage loans com- 
panies and divers investment companies and the individuals 
who are their ultimate owners have suffered from defaults 
and losing foreclosures. 


Scaling Down Mortgage Indebtedness 


The conviction is general that the interest rates that pre’ 
vailed before 1929 must be forgotten; this is true in prac- 
tically every species of financial obligation. 

The pressure of public opinion and of the national and 
state governments is beginning to be felt, and this moral 
influence will soon become more effective. As yet public 
bodies have paid little attention to the necessity of revising 
the city as well as the country mortgage debt burden, but 
that they will not limit their influence to the farmer is 
becoming evident. The city home owner is next in line 
for consideration. Already he has experienced some in- 
direct relief from the Reconstruction Finance Corporation, 
and the new Federal Home Loan Bank is just swinging 
into action for his relief, with a potential capacity of at 
least one billion dollars, chiefly through the assistance it 
is giving his creditors, the various financial institutions 
rrom which he has borrowed. Congress will probably set 
a potent interest reducing precedent by reducing R. F. C. 
loans to 4 per cent. 

But the farmer is first in line for both first aid and per- 
manent cure; and it is right that he should be the first 
beneficiary, for the farm is not only his home but his 
occupation. Governors and legislatures are making appeals 
to mortgagees to proceed mercifully and several species of 
farm mortgage mwratoria are up for legislative considera- 
tion. 

The whole commercial and financial machinery of the 
countryside is chained to the farm mortgage. If interest 
and taxes take more than 6-cent corn, 20-cent wheat and 
5-cent cotton can yield, there is no money for the bank, 
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be rewritten in relation to the 
facts. A $20,000 mortgage on a $10,000 farm is only a 
fantastic memory. The borrower cannot pay and the 
lender cannot farm. 

Beyond these mutually necessary voluntary adjustments 
there is impending a general legislative assault on the whole 
mortgage position. What might be called a refunding is 
under way with official sanction and governmental financial 
help. Congress is littered with bills looking in that direc- 
tion. 

The most extreme is that of Senator Frazier of North 
Dakota which contemplates the absorption of the entire 
rural mortgage debt of the nation into the Federal Reserve 
System. Farmers would be permitted to borrow from the 
Federal Land Banks to the extent of 80 per cent of the 
value of the farms, interest 1 per cent. The banks would 
turn their bonds, based on these mortgages, over to the 
Federal Reserve, which would issue currency against them. 
Of course, every farmer in the country encumbered with a 
high-interest rate mortgage would hasten to convert at the 
earliest possible moment—and soon Uncle Sam would have 
all the rural mortgages—and the Federal Reserve System 
would hold the bag for a 9-billion-dollar inflation, and all 
the attendant dangers which such a bold policy in the 
socialization of debt implies. 


More Conservative Legislation 


A more conservative plan is that of Senator Robinson, 
of Arkansas, which looks to recasting all Federal Land 
Bank mortgages into forty-year terms, during which prin- 
cipal would be amortized by annual payments, with interest 
at 3 per cent. The Joint Stock Land Banks would be 
liquidated and absorbed into the Federal system and 
their mortgages administered or refunded on a par with 
those of the Federals. Finally, the Senator would create, 
under the Federal Farm Loan Board, an emergency Agri- 
cultural Refinance Corporation, which would be provided 
with a capital of a billion dollars to make new or refinanc’ 
ing loans to farmers, even in cases of bankruptcy. For 
their direct part in clearing up the mortgage mess the Land 
Banks would be provided with another 500 million dollars. 

Just to hold the fort while refinancing is being worked 
out, Senator Hull of Tennessee has rushed in with a bill 

(Please turn to page 506) 
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Generally Speaking, the Greatest Risk Assumed by an Indus 
trial Corporation Is Its Investment of Capital in Fixed Assets 


What's Behind the Plant 


Account 


A Thoughtful Study From the Investor’s Viewpoint 


By Witt1am Wren Hay 


NVESTORS were more concerned a few years ago with 
the earning capacity of production units and sought 
industrial management, whereas nowadays they are more 

concerned with accounting methods,—financial manage- 
ment. The reason for this altered viewpoint is not plain 
to everyone nor is the answer to be found in company 
reports. The problem is more than mere juggling of book 
accounts because it involves the methods of production 
practiced by different companies in the same industry, the 
suitability of plants and equipment to the demands of the 
future and above all the flexibility of this capital. 

The usefulness of many plants has been seriously im- 
paired by this depression and although some would prove 
to be economical with but a slight recovery of production, 
some time must elapse before consumption would absorb 
enough of the output of others to render them profitable 
again. It behooves the investor to examine the production 
methods employed, weigh the factors which influence their 
production and then attempt to appraise the earning 
capacity of the particular enterprise in the light of the 
future. In view of the prevalent write-down of capital 
and revised depreciation charges it is doubly important to 
try to make some analysis of the sufficiency of such financial 
adjustments. Mere accounting is not a good substitute for 
income derived 


gible or easily identified. Whatever the original purpose for 
accumulating fixed assets, it no longer follows that what ap- 
peared to be sound will be economical during the coming years. 
Generally speaking, the greatest risk undertaken by an 
industrial corporation is its investment of capital in fixed 
assets,—land, buildings, machinery, etc. At this time it 
appears to most people that the shrinkage of all capital 
has affected the plant account more than any other fac- 
tor because so many of our manufacturing plants were built 
at a much higher cost than would be needed to reproduce 
them today. Within a certain limit, investors are probably 
right about this, and the same circumstances surrounded 
the acquisition, either by outright purchase or by exchange 
of securities, of other companies. The shrinkage of all 
values with falling prices might be adjusted by the stroke 
of a pen,—that is, by accounting—but the obsolescence 
of fixed assets from lack of use or because of new develop- 
ments may not be dismissed so easily. The question then 
arises as to whether it is sufficient to do as many 
corporations today are doing, and write down physical 
assets to present price levels; whether the devalued plant 
as at present operated would produce a small output 
efficiently; or whether it could ever be profitable again. 
When profits are large there is always a tendency 
to plough back a 
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them into the busi- 
ness, usually to ex- 
pand the produc- 
tion facilities for 
the purpose of in- 
creasing the out- 
put. There may be 
particular cases 
when this would 
be justified but as 
one successful cor- 
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The future earning capacity of an industrial enterprise 
depends upon the nature of its business, the condition of 
its markets and, in these days, somewhat upon its produc- 
tion methods. At the moment the condition of all markets 
is beyond the control of managers but we may safely count 
upon relatively slow recovery of consumption. However, 
it will be a few years before 
production could reach such 


ing or not. In contrast, sellers of consumers’ goods like 
foods, soap, tobaccos and other goods of repetitive demand 
may govern their own sales by advertising and other ap- 
peals to the ultimate consumer. 

It is frequently said of steel “it is either a prince or a 
pauper” because steel mills have to await the decisions of 
other producers and in these 
days of rapid production and 














levels as would enable manu- 
facturers to use their plants as 
economically as they were ac- 
customed to. Many observers 
are so pessimistic as to believe 
that a good many years must 
pass before our present pro- 
ductive capacity would come 
into full use again, but many 
industries are now adjusted 
so that a profit may be secured 
from a much lower rate of 
production. For instance, if 
“normal” economical rates 
of motor car production used 
to be 60 per cent of poten- 
tial output, today many com- 
panies could fare very well 1923 _1924 __1925 
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DOLLARS SALES TO PLANT DOLLARS 
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fast transportation, they even 
carry their customers’ inven- 
tories of rolled steel. The effect 
of fluctuating demand on the 
earnings of a steel mill is por- 
trayed in the graph on the pre- 
ceding page. Here is a company 
which has not added much to 
its capacity since 1923, so that 
its profits did not suffer 
from the effects of over- 
expansion. The moving line 
“Profits from Operations” fell 
below annual interest require- 
ments at the end of 1929, 
depreciation was not earned 
after the year ended June 30, 
1930, and actual operating 











operating at less than 40 per 

cent of capacity and some 

as low as 30 per cent. In former years, too rapid expansion 
of production facilities was soon absorbed by growth of the 
market but now it certainly appears advisable to consider 
whether the capacity of individual plants has been adjusted 
to much less consumption. 

It is well to examine the integration of a concern first, 
whether integration is forward or backward, horizontal or 
vertical. Vertical integration involves the ownership of 
the raw materials entering into the production of the article 
or goods and the disposal of the finished product to con- 
sumers or users. Horizontal integration combines many 
different products for sale in many markets. Integration 
is backward or forward according to whether it is directed 
towards acquiring the sources of raw materials or towards 
the distribution of the finished goods. Of course, most 
large corporations are partially integrated one way or 
another, while others are notable for practically complete 
integration. International Harvester Co. is an example of 
almost complete vertical integration for it mines its own 
iron ore and sells its own output direct to the users. Most 
motor car makers are becoming integrated forward whereas 
steel makers are integrated backward,—the former (except 
Ford) own no raw materials, the latter seldom sell to final 
users of finished steel articles. General Electric Co. is a 
good example of forward horizontal integration, as it manu- 
factures a great many kinds of electrical goods and ma- 
chinery for all purposes but it distributes them direct 
through a national chain of distributing warehouses. Up 
to a certain point, the more highly integrated a concern 
may be, the more certain it appears that its plants may be 
economical in the future. 

The control a company may be able to exercise over its 
own sales and the nature of those sales, not only has a great 
deal to do with the rate of return it can earn with its capi- 
tal but it also determines somewhat the ebb and flow of 
its profits. The demand for raw materials fluctuates 
violently according to whether times are good or bad, while 
the demand for low-priced goods used for human consump- 
tion is relatively inelastic and varies but slowly from time 
to time. The producer of raw materials for others has 
little or no control over its sales because producers who buy 
from them may, at their own volition, refrain from buy- 


474 





losses have been incurred 
since the calendar year 1930. 
Except that earnings have been declining for a longer time, 
this is a characteristic graph for steel mills. At the present 
time this company has its affairs in such shape that its 
operating loss in 1932 was but little more than it was the 
previous year. On the other hand, it appears to be doomed 
to financial deficits for some time to come because an 
operating ratio of 30 per cent is necessary for it to “break 
even” on its Cost of Sales. The relatively stable income 
of National Biscuit Co., R. J. Reynolds Tobacco Co. and 
other “depression-proof” companies need no picture to con- 
trast with the above. Nevertheless, a steel mill may get 
out of the “red” very rapidly under certain conditions, 
whereas the same conditions of recovery would not result in 
much change of the income of the depression-proof stocks. 

Insofar as the future is concerned, it appears that the 
most important influence on the recovery of profits after 
a slow revival of business would be due to the elasticity 
of the production of a concern but whether a particular 
company may recover to earn profits again would depend 
upon its production methods. 

The Nash Motors Co. is outstanding in the motor car 
industry and made a small profit last year because its manu- 
facturing methods are exceedingly flexible and its managers 
wise. Nash operated three plants in 1929, last year one plant 
was closed and operations were revamped in the other two 
plants so as to absorb the production which had been car’ 
ried on in the closed plant. Contrasted with other motor 
car makers, who have to operate at 25 or 30 per cent of 
capacity in order to break even, Nash has been profitable 
with an output barely 20 per cent of its potential produc: 
tion and can break even when its monthly sales are no 
more than were produced in two days of capacity operation. 

Disregarding changed conditions and markets, we might 
say that up to now General Electric Co. and General 
Motors Corp. have had every factor in common except 
diversification of products. Both of them sell consumers 
articles with an elastic character of demand and while 
General Electric Co. has a great deal of capital tied up for 
the production of public utility and other capital goods, 
it has also a large sale of relatively inelastic articles to bal- 
ance; they are about equally integrated in a forward man’ 

(Please turn to page 504) 
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NNOUNCEMENT by President-elect Roosevelt of 
his advocacy of a tremendous experiment in 
“planned economy,” 

project and involving, among various more nebulous pro- 
posals, the direct entrance of the United States Govern- 
ment in the production and distribution of electricity, has 
thrown a cloud of doubt over the public utility industry. 


The recent reactionary 


securities, a vast total of which is held by individual and 
institutional investors, shows clearly that the shouts of joy 
with which the southeastern states have received the Roose- 
velt plan strike no responsive chord in the emotions of such 


investors. 


In general, it is probable that the actual influence of this 


vague plan upon the cur- 
rent movement of utility 
securities has been greatly 
exaggerated and that 
other and more immediate 
economic factors are 
chiefly responsible for 
such liquidation as has ap- 
peared. In the first place, 
the Roosevelt project is so 
vast and complicated that 
it amounts virtually to a 
dream into the distant 
future. Its practicability 
and cost are yet to be de- 
termined by necessarily 
extensive surveys. Much 
may happen—including a 
normal business recovery 
—during the years that 
probably would be re- 
quired for the practical 
development of such a 
program. 

As to the plan itself, 
little need be added to the 
extensive newspaper ex- 
Position it has had. Its 
development over a period 
of years, however, may be 
cited as a perfect example 
of the amazing vitality of 

e political and bureau- 
cratic forces working con- 
ttantly to widen the 
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Uncle Sam in the Power 


Business 


Is President-Elect’s Proposal to Operate Muscle 
Shoals a Threat to Public Utility Investments? 


By Francis C. FULLERTON 


tions. 
centering in the Muscle Shoals 
an accident of war. 


performance of public utility 


nitrates for fertilizer. 





sphere of the Federal Government's functions and opera- 


The present ambitious proposal is really an outgrowth of 
Its germ was imbedded in political 
consciousness when the Government, under stress of war 
emergency, ventured hastily and none too successfully into 
the original Muscle Shoals development at a cost of some 
$125,000,000. The original purpose was not public develop- 
ment of the enormous electric power available from the 
Tennessee River but its utilization for the manufacture of 


By the time this development was completed the war 


was over and scientific progress in the fixation of nitrogen 





hem Photo 
View Across Muscle Shoals Dam and Lake Wilson 


had made the Muscle Shoals equipment commercially 


obsolete for this purpose. 
For some years, however, 
the “cheap fertilizer” fal- 
lacy continued to find 
political exploitation. From 
the availability of the 
water power equipment 
and its vast potentialities 
for expansion, political 
agitation gradually turned 
from “cheap fertilizer” to 
“cheap electric power.” 
Many important ques- 
tions are raised. Should 
the Government invade a 
field of business heretofore 
left to private initiative 
and private investment, 
thus endangering a huge 
total of invested savings? 
Should a development of 
especial benefit to one 
geographical section be 
financed by the national 
Treasury? Is there any 
real commercial need for 
a vast new source of elec- 
tric power? What will 
the cost be? Is there any 
probability that Federal 
bureaucracy, as it exists 
today, will be capable of 
competing successfully 
(Please turn to 


page 504) 
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WASHINGTON, D. C., February 5, 1933. 
DEAR PERRY: 

A big load of dynamite for explosive purposes in the 
next Congress—which is chockful of ignition—was de- 
livered to Congress last week by my old friend, John P. 

' Frey, of the American Federation of Labor. 

Here’s one stick of said dynamite. The House 
of Morgan, through the New York City 
Morgan commercial banks, controls 2,023 
directorships in 1,765 other commercial banks 
and big corporations in divers parts of these 
United States. Take it from me. The wild 
and woolly Indians composing the 73rd Con- 
gress are already getting out a fine bunch of 
detonators for this particular stick—and many 
other sticks of dynamite that Frey delivered. 
One of the other sticks is this: Eight New 
York City commercial banks’ directors hold 
3,741 directorships in other banks and cor- 
porations. 

The war-painted radicals are already be- 
ginning to talk about another investigation 
of the “money trust.” I have been weeping 
over the troubles of the farmers, but now 
I am going to save my tears for the bankers. 

They may be in for slow torture by that 

wild-eyed Congress that is licking its 

chops, out there is the bushes, in antici- 
pation of the special session. If I had 
as much influence with the banks as Tom 

Lamont has, they would soon be passing 

on some of that R. F. C. 

money. Things are happen- 

ing these days—fast—; the 
future is being 
printed into history 
on powerful, fast 
presses. 

If you don’t know 
what I mean please 
recall the fact that 
those firm- jawed 
farmers of the great 
central valley have 
already bent the 
great insurance com- 
panies and other 
mortgage holders to 
their will. Practically 
all of them have quit 
foreclosing farm 
mortgages—and are 
proud of it. City 
folk haven't the 
nerve of farmers,— 
yet. But with or 


Letters of a 
& His New 


without legislative co-operation, we are getting into an in- 
definite moratorium, and perhaps even an actual scaling 
down of all debts. Country storekeepers are giving merry 
bill-cancellation bees. Insurance companies are now joining 
the embattled farmers in a general demand for Uncle Sam 
to hold the bag for agricultural liquidation. Meanwhile 
interest rates on debts are showing a wholesome tendency 
to come down. 

Talking about farmers, there’s a notable paucity of dirt 
farmers testifying before Congress committees in favor of 
the allotment bill for paying farmers more for producing 
less. One dirt farmer told a committee of Congress that 
it would work out as a measure for higher prices to con- 
sumers for increased production; that is, as applied to hogs 
—with other meats taking the market away from pork. 
Trouble with this farmer was that he owned 3,000 acres. 
Senators wanted to hear from the 160-acre farmers. It 
was explained that they didn’t have the price of a ticket 
to Washington. 

Roosevelt has ‘em all buffaloed! Everybody who sees the 
President-elect thinks he is for what the caller favors. In- 
flationists count him as good as theirs, and the high priests 
of the gold dollar empregnable, swear that he will battle 
flood and fire before a grain is extracted from the dollar 
or one superfluous piece of currency issued .. . . O, lucky 
Hoover, your guardian angel did not desert you last Novem- 

White House correspondents tell me that the 
sage of Palo Alto has “youthed” ten years since the Great 
Defeat. 

But although Roosevelt doesn’t know it, he and I have 
a mutual friend, a man of great caution and eke veracity. 
Without saying anything in violation of confidence this 
grapevine tells me that Franklin D. is looking forward to 
the Presidency about as I look forward to pay-day. He 
considers that Congress will do his will, and do it gladly, 
even if it does burn a few fiery crosses on Capitol Hill for 
the edification of folks back home. Same friend says 
Franklin D. considers that he has such an opportunity to 
retrieve the Republic. for the common people as Jefferson, 
Jackson, Lincoln, Roosevelt and Wilson had, and that— 
if he swore as Jackson did—he would say; “And by the 
Eternal I will do it.” Maybe. Soft iron turns to steel 
with the aid of much heat and a little carbon. Frank will 
have them. 

Didn't ever expect to see it again, but out in the coun 
try they are selling grand meals for 25 cents, and you can 
get a room with bath, American plan, for $1 a day. Honest. 
now, doesn’t that sound better than $8 a day—and up?” 
This is no dream. Saw it with my own eyes last week-end, 
before I had a drop of Maryland “corn.” Villages are 
filling up with routed urbanites. Now, I know the 
worst is over. Look for the beginning of the end about 
next July. 

Au revoir, 


Don. 
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New York, February 7, 1933. 
Dear Don: 

I just cannot seem to get excited about your war-painted 
radicals in Congress and what they might do to the country. 
Granted that the Morgan firm through its commercial bank 
connections can stick its fingers into umpty-ump situations, 
I answer you “What of it?” Do you think for one moment 
that because of these octopus-like qualities the House on 
the Corner can make millions where other firms cannot? 
And do you believe that these affiliations, avenues of in- 
formation, and other attributes have prevented the Morgan 
partners (that is to say most of them) from using liberal 
doses of red ink during these past few years? 

Listen to me, young man. ‘Tell those procrastinating, 
selfish and shortsighted legislators in your burg that they 
might spend less time trying to figure out sensational scan- 
dals which amount in the last analysis to less than nothing, 
and pay some attention to the Government expense account. 
I notice when it comes to reducing their own salaries they 
balk like old army mules. 

Now to get away from your atmosphere, and into mine. 
Gloom sixteen inches deep has settled over our own little 
Wall Street. The demand for crying towels has suddenly 
jumped 1,000 per cent and brokers walk around with crepe 
in their buttonholes and lilies in their hands. 

For three solid years we kept on looking for that Pros- 
perity phantom, which was “just around the corner.” 
Every time we made a mad rush to catch him, our foot 
would slip into a new hole, bigger and deeper than the 
last one. One thought kept us all alive and that was the 
feeling that in sixty or at the most ninety days, things 
would be “looking up.” That's all past now. We are so 
tired of being picked up, only to be thrown down harder 
than ever before, that we are now resigned to a comfortable 
place on the floor. We don’t want to get up until we can 
stay up for keeps. 

I tell you the boys around here are so shell-shocked, and 
have lost their perspective, not to mention eyesight, that 
they cannot see the top of the Empire State Building on 
a clear day, and even if standing right in front of it, they 
would be looking the wrong way. 

Has it ever struck you that mass psychology when ap- 

plied to Wall Street, has a perfect record? You will find 
it 100 per cent wrong. I'll just go back a little way and 
ask you to remember a few things in recent financial his- 
tory to prove my point. 
_ What are the rank and file who still have some interest 
in securities doing? Putting their money into Liberty 
bonds. What class of stocks is being favored in world 
speculation, here, London, Toronto and Johannesburg? The 
gold mining stocks. Why? Because the public can under- 
stand only one thing. Gold is understandable. Liberty 
bonds are understandable. 

Did the public buy Liberties and gold mining stocks in 
1929? They did not. They bought industrial shares. Now 
they are buying Liberties and gold mining shares, when 
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they should be gradually buying a diversified list of stocks. 

What did the public ask for in the Spring of 1930 after 
the 1929 panic? They looked around for depression proof 
stocks, and selected the utilities, food and amusement 
stocks. The depression would not hurt them. Were they 
right? You tell me! Bis 

Have you ever taken the trouble to look 
back to 1923, that is only ten years ago? 
Pick out the ten leading investment securi- 
ties! Then go back to 1913, and finally 
to 1903. You will be shocked to find that 
the best minds of those periods put widows 
and orphans into what was considered 
prime investment securities. Today, you 
wouldn’t be found dead with them. And 
what about ten years from now? You 
mark my words. The new market leaders 
will have generous contingent of new- 
comers supplanting some of our old blue 
chips. 

And so, when I find today nine out of 
ten men telling me that this depression 
may continue on for another year because 
there is nothing in the offing to bring about 
a change for the better, I begin to gather 
hope and courage. A bare eighteen months 
ago I wrote to some of my friends that we 

must wait for a boom in gold mining 
shares to mark the final milestone in the 
depression, and that as soon as the boom 
was earnestly under way, one should 
begin to buy common stocks with 
assurance, for then the hand- 4g 
writing would be on the wall. It 44 
has been so in the oo 
past. It will be so 
in the future. 

What an oppor- 
tunity to buy Amer- 
ica’s best at ten cents 
on the dollar. I 
know of some very 
successful banking 
groups which have 
been picking up 
their favorite issues 
for more than three 
months. They must 
be smart, because 
they think the way 
I do. 








Yours for the golden 
dawn, 





PERRY. 
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expansion is notable; yet in this connection it should also 


be observed that investment in plant has materially outrun 


gains in revenue from operations. 
nected during the past two years of the depression with 


market decline and the sharp decrease in telephones con- 
the attendant drop in earnings. 
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By Warren BEECHER 
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A sound policy in financing 
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The increasing number of common stockholders attests 


the wide investment regard for this issue. 


The rate at which growth in total assets has increased 


is highly favorable when compared to the rate of increase 
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Bond Market in Waiting Attitude 


Early Year Strength Gives Way to Apathy — 
Utilities Reflect Rate Uncertainties — Rails Hold 


HE current movement of the 
bond market is irregular, narrow 
and inactive. Indeed, the last 

four weeks have failed to indicate any- 
thing more than a waiting attitude in 
most groups, following the culmination 
of the sharp rally which ushered in the 
new year. Speculative and second 
grade bonds match the stock market in 
apathy, lacking any fresh light on the 
business prospect. Most high grade in- 
vestment issues have reacted a point or 
two below previous best prices of the 
year. 

The performance of utility bonds, 
which on the average have constituted 
the strongest group in the market 
throughout the depression, is of especial 
interest at this time in view of the re- 
cent reactionary trend of utility stocks 
and of widespread conjecture as to 
possible reductions of service rates and 
more stringent governmental regula- 
tion. 

The evidence afforded by the in- 
dex of electric power production 
shows that public utility gross reve- 
nues are continuing on a downward 
trend. For almost all utility com- 
panies this, as is well known, has re- 
sulted in a reduction in the net earn- 
ings available for junior securities 
after allowing for fixed charges 
which are subject to no economies. 

It is obvious that a continued de- 
cline in gross revenues from this 
point would react unfavorably not 
only upon utility stocks but upon 
some medium grade bonds, especially 
those of holding companies. In this 
situation reduction of service rates, 
already cropping out in some locali- 
ties and subject to considerable pub- 
lic and political agitation, would fur- 
ther curtail profits. In the case of 
standard investment bonds, how- 
ever, especially those of the more 
important operating companies, the 
essential fact is that even under 
present economic conditions interest 
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charges are relatively generously cov- 
ered in comparison with those of the 
average industrial or railroad corpora- 
tion. Their steady market tone sug- 
gests that informed investors see no rea- 
son to be alarmed about the prospect. 
While in a psychological sense recent 
proposals for vast Federal Government 
experiments in power production and 
distribution, with the objective of forc- 
ing down rates of private companies, 
are unfavorable, such developments, if 
they ever work out, are for the longer 
future and should not unduly concern 
the present values of sound utility 
bonds. 

The foreign bond list has provided 
the only trace of excited action in re- 
cent trading and this has been confined 
to the German issues. The response 
of German Government 54s and 7s to 
appointment of the makeshift Hitler 
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cabinet was a reaction of nearly 10 
points but second thought has appar- 
ently appeased this alarm to a con- 
siderable extent, due to the evident re- 
strictions with which President von 
Hindenburg has surrounded Hitler's 
power, and at the present writing most 
German dollar bonds have recovered a 
substantial part of their reaction. 

On the basis of the outcome of the 
Lausanne Conference and the virtual 
ending of reparations payments, there 
are strong grounds for believing that 
German dollar bonds in this market 
have made their permanent low. Never- 
theless, these issues remain highly 
speculative under the prevailing con- 
ditions of political uncertainty afflicting 
Germany. That uncertainty would be 
vastly increased once the firm hand of 
von Hindenburg were removed from 
the reins of control. 

The best rail bonds continue to 
hold within striking distance of pre- 
vious highs. While there has been 
scant change in the general level of 
speculative rails, there appears at 
least to have been some relaxation 
of the more extreme fears with 
which they were regarded a few 
months ago. This is due in part to 
moderate improvement in net earn- 
ings, reflecting both operating econo- 
mies and a traffic volume materially 
above the lowest of last year, and in 
part to growing hopes that solution 
of the railway problem will be eased 
both by the proposed revision of the 
Federal bankruptcy laws and by 
fairer and more intelligent regula- 
tion of all interstate transportation 
under the new political Administra- 
tion. 

New financing remains at low ebb, 
although genuinely choice offerings 
recently have met with instant re- 
sponse from institutional investors. 
Thus a $12,000,000 issue of Cin- 
cinnati Union Terminal 5s at par 
resulted in a rush of buying. 
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HE MAGAZINE OF WALL StREET’s Bond Ap- 
| praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may ‘be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
times earnedt 


Company funded 


Price 
= 


~ Yield to COMMENT 





debt r 
(mil’ns) (mil’ns) 


“0098 Galt 


Recent Maturity 





Atlantic Coast Line 
1st Cons, 4s, 1952 3 51 = 
Gen, Unif. ‘“‘A’’ 4%s, 1964 34 8 2 
A. ©. L, BR. Louisville & Nashville 
Coll, Tr. 4s, 1952 35 


Fairly well secured. 
Junior to Ist. Cons, 4s. 


Nc 76 
Nc 52 


105 . Secured by 596,700 shares of L. & N. RR. 
currently worth $30 a share, 





Baltimore & Ohio R. R 
st 4s, 1948 ... 157 


Ref. & Gen, ‘‘A’’ 5s, 1996 
Conv. 4%, 3.1.88 ... 


80-yr. Conv, hs, 1960 
Seetavegtens Div. 5s, 1 


960 623 
Pitts., L, E. & W. Va. Syst. Ref. 4s, '4i = 
Toledo-Cin. Div, Ist & Ref. 4s, 1950 


a 
& 


106 é Loss of earning power and great size of 
issue depressing influences. 
105 . Junior to lst 4s. Hardly investment caliber. 
es Offering 50% cash, 50% Ref. & Gen. 5s. 
Proposal seems fair. 
Unsecured. Speculative. 
Fairly well secured only. 
Medium grade. 
Entitled to no more than fair rating. 





Chesapeake & Ohio 
xist Cons, 5s, 1 


Gen. 4%s, 1902 ..... 
Ref, & Imp. 4%s, 1995 


Ss € lesee g 


No . First mortgage on the best part of the sys- 
tem. Highest grade. 

NC Subject to some $42 million prior liens. 

110* : Subject fairly large prior liens, but sus- 
tained earnings reassuring. 





— ¥ ig 1 St. Paul & Pac R. R. 


50-yr, “‘A’’ 5s, 1975 
Conv. At 6s, 2000 


nc 


105* 
105 


No more than fairly strong, though undis- 
turbed last reorganization, 

Junior to the large general mortgage. 

Thoroughly speculative. 





Bec. “A” 4%s, 1952 
Ist & Ref, 4s, 4.1.34 


Conv, 
Burl. C. 


Arkansas & L. Ist 4%s, 3,1.34.. 316 
at. . & K. City Short Line Ist 4%s, 1941 316 


aS oy N Cons, Ist 5s, 4.1.34. 


Current prices appear to discount any pos- 
sible disturbance in the event of re- 
ceivership. 

— by pledge $45 million Ist & Ref. 
8 


NC 
10214* 
NC 
105 ’36* 
NO 


Will probably require Government help to 
meet this maturity. 

Unsecured by mtge. Weak issue. 

Reasonably strong, but maturity may pre- 
sent difficulties, 

Trackage is comparatively unimportant. 

Must now be considered speculative. 





Kansas City Terminal Ist 4s, 1960 


£ig8 So Rk BR las & 


ri. . 
ms . 


Guaranteed by 12 roads, including the 
Atchison, the Burlington and the U. P. 





Lehigh Valley R. R. 
Ist Cons, 4s, 1948 


Gen. Cons. 4s, 2003 

Lehigh Valley Fa Ist 44s, '40 

Lehigh Valley Term. Rly. Ist 5s, '41.. 
Lehigh Val, Harbor Term. Rly. 1st 5s, °54 


Ma 


Sound, well-secured issue. 

Junior to isue above, 

Speculative under present conditions. 
Medium grade. 

Pledged property is very valuable. 
Better grade, 


~ 
ah, ok a 





Southern Pacific Co, 

San Franc. Term, Ist 4s, 1950 
Oregon Lines Ist “‘A’’ 4%s, 1977 
Central Pacific Coll. af 

8, 


bt ea pepe 


es 
am 


Well-secured issue. co 
Medium grade under present conditions. 
Hardly investment caliber. 

Unsecured. Somewhat speculative. 
Interest coverage off sharply. 

Better grade. 
Principal market Paris. 
None too strong. 

Now medium grade. 
Reasonably strong investment issue. 
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Medium grade. 
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Utilities 





1946 . 
eit fen & Ref. 6s, 105 
ist & Ref. 4%s, 1967 





Better grade investment issue. 

Pledge of 1st 5s gives this issue virtually 
same security. 

$37 mil. Ist lien & Ref. 5s pledged under 
this issue. 


105 
104%° 
101%* 








A chian Elec, Pwr. ist & Ref. 6s, 1 85 
Power @ Licht ist & st, 5s, °66 35 


104%4* wey e Better grade holding. 
105* Sound medium grade issue. 
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; Public Utilities (Continued 
c Utilities (Continued) 
a Total Amount Fixed Charges 
e funded of this times earnedt Price , 
a Company debt issue - & eae A——--—_ Yield to COMMENT 
(mil’ns) (mil’ns) 1981 1982E Callt Recent Maturity 
Bell Telephone of Pennsylvania Ist & Ref. 
r $4O? Be, 1080 ..cccccccccecccsccccccee 9% 85 2.8 is 100 57 110 4.4 Impressive earnings record—high grade. 
Brooklyn Edison Gen, ‘‘A’’ 5s, 1949....... 67 56 6.2 5.1 105 106 4.5 High grade investment issue, 
Cincinnati Gas & Elec, Ist ‘‘A” 4s, 1968.. 35 35 5.4 i 100 99 4.0 Columbia Gas controls—highest grade. 
Columbus Rly. Pwr. & Lt. 
ica lst & Ref. ‘‘A’’ 4%s, 1957.........--.- - @ 19 = 4,1 3.0 105* 96 4.8 Better grade investment issue. 
Conv. 5448, 1943 .....eeeeeeeereccereres 25 6 41 3.0 105* 105 4.8 Security similar to issue above, 
%Commonwealth Edison Ist ‘‘F’’ 4s, 1981... 180 175 3.3 ut 105* 91 4.5 Strong investment issue, 
Con. Gas of New York 
Oe Se Rr Serek oe 368 340 4.9 4.0 106* 101 4.2 Unsecured obligation of a strong company. 
_ Westchester Lighting 1st 5s, 1950 ....... 22 9 4.9 4.0 NC 109 4.2 Highest class. 
N. ¥. & Westchester Ltg, Gen. 4s, 2004 22 10 4,9 4.0 100 98 4.1 Junior to West, Lighting Ist 5s. 
Dayton Power & Light Ist & Ref. 5s, 41. 20 19 3.9 m 105* 106 4.1 Sound investment issue. 
Detroit Edison Gen. & Ref, ‘“‘D’’ 4%s, 1961 134 134 2.9 2.1 106 '41° 98 4.4 — © off somewhat, but still strong 
md. 
— Duke-Price Power Ist 6s, 1966....... ois. oF 36 1.2 ¥s 105%* 52 11.8 —- uncertainty attaches to the 
init aide i Set, status of this issue. 
DEE ccccadscesgadsosectSseensecce: BS 28 2.3 104* 101 4.9 Sound issue, 
Idaho Power Ist 5s, 1047 .......++-eees: 13 18 2.8 “f 105 102 4.8 Better grade investment. 
R. Indianapolis Power & Lt, Ist ‘“‘A’’ 5s, 1957 38 38 2.5 2.4 104* 97 5.2 Reasonably safe holding. 
~ Interstate Power 
Bet Gh, FOGG ccs ccsccsccsenecicsiccess §=696 29 1.4 105* 57 9.6 Prior in lien to issue below. 
of Dob. Ge, IOED ..ocscepncvessesccccscs ook. 7 1.4 104* 35 ee Speculative. 
Kansas City Power & Light Ist 4%s, 1961. 41 41 4.0 3.4 110* 105 4,2 High grade investment. 
2 Koppers Gas & Coke Deb, 5%s, 1950...... 54 44 1.9 or 108 81 7.5 Medium 2, 
Be Louisiana Pwr. & Lt. Ist 58, 1957......... 18 18 3.1 - 105' 89 5.9 Reasonably sound. Recent earnings off. 
Milwaukee Gas Light Ist 4%s, 1967....... 14 14 2.9 10714* 101 4.5 Sound investment issue, 
Milwaukee Elec. Ry. & Light Ref. ist 
(ROW IGE) Ge, TOL rcccesccccvescccee C8 64 1.9 1.5 103%* 1% 7.9 Only fairly strong. 
Minnesota Pwr. & Lt, Ist & Ref, 4%s, 1978 36 29 32 sth 102* %7 5.9 Medium grade, 
= Nevada-Oal. El. Ist Tr. 5s, 1956.......... 31 28 1,4 18 1024%4* 63 8.7 Represents large proportion of total debt. 
New England Power Ist bs, ee meet 11 3.0 oe 108” 104 4.7 Strong, velvenmmeed — 2 ‘ 
P New England Tel. & Tel, Ist ‘“‘B” 4%s,’61 88 16 3.1 2.5 100 '53 106 4.1 Gilt-edged. 
N. Y. Power & Light Ist 4%s, 1967...... 67 66 2.7 WF 105* 98 4.4 Reasonably good investment issue, 
“ New York Steam Ist 5s, 1951............. 28 28 2.7 1.9 105* 108 4.7 Open mortgage. Better grade, 
Niagara, Lock. & Ont. Pr. lst & Ref. 5s, '55 25 19 2.4 a 105* 105. + ~«4.6 Of good investment caliber. 
- North Amer. Lt. & Pr. Deb. ‘‘A’’ 54s, 56 193 18 #618 24 102%* 42 14.0 None too strong holding co. obligation. 
; Penn. Central Lt. & Pwr. Ist 4%s, 1977.. 28 28 2.4 WF 105* 80 5.7 Receivership of parent co. adverse influence 
| Southwestern Bell Tel. Ist & Ref. 5s, 54. 51 49 5.8 4.7 105 '34* 4. Hi de issue. 
Toledo Edison Ist 5s, 1962 .......... ceca ae 28 3.5 3.1 105* er} hr Sane enae 
| American International Conv. Deb. 544s, 49 14 “4. cs 105 7% 84 Asset value about $1250 on 12.31.32. 
) Am. Smelting & Refining Ist ‘‘A’’ 5s,.1947 36 360s 15 def 100 86 6.5 Demoralization of metal markets an ad- 
B oth chem Steck. Corp. verse factor. 
. M. 6s, UNSC dusubnessodsen eas ees 136 8 1.0 def nc 100 6.0 Strong underlying issue. 
oe Ry | og a it~ pave esate sees = . #4 def 105 85 7.3 { h grade under norma} conditions. 
Midvale Btost & Ordinance ba, Bia0.--. ime || OLS See 8 ee es eR, 
Pacific Coast Steel 5s, 1933/1940....... 136 10 1.0 def 100 4 Unesoured by mtge. Guar, Beth. Steel. 
McOlintic Marshall Col, Tr. 54s, 1982/’37 136 10 1.0 def 1024, Reasonably strong. : 
Illinois Steel Deb. 44%s, 1940 ............ 30 b : 
Inland Steel ist ‘A’ 448, 1978......... 42 iT det 100% ™% $3 gy bg ay — 
Lehigh Coal & Navig. Cons. ‘‘A’’ 4%s, 1954 23 20 3.2 3.1 105 89 51 High grade issue, 
Penn-Dixie Cement Ist ‘‘A’’ 6s, 1941...... 10 10 def def 103* s a in has gone from bad to worse. 
Std. Oil Co. (N. J.) Deb. 5s, 1946........ 173 — ee 102¢ a 65 «| Reical le ct Ge bighast ams, 
Wheeling Steel Ist & Ref. (now Ist) ‘‘B’’ 
4%s, 1068 ........... OO ey 30 def def 10244* 47 =—:10.7 ——— — the speculative under 
resent conditions. 
Western Electric Deb. 5s, 1944........... 35 35 3.3 oe 105 °34* 101 4,9 strong issue, though company lost money 
1932. 
Short-Term Issues 
Amount Fixed Charges 
of this times earnedt Price 
Company Due issue — A———._- A —, Yield to COMMENT 
date (mil’ns) 1981 1932E Callt Recent Maturity 
Consumers Power Ist & Ref. 5s........ “ 1.1.36 383 3.8 3.04 105 106 2.9 Exceedingly high grade issue. 
xCumberland Tel, & Tel. Gen, 58.......... 1.1.37 15 3.2m .. No 106 3.4 m Earnings —, Bell Tel, assuming co.— 
Highest grade. 
Great eee ply seqenbebbte rex - 3.2 — 3° be re Company enjoys ri a credit standing. 
abide eece noes. Meas ee “ i easonably sound issue, 
See eee ee Sl 
xas Power & Light Ist 5s........... ee § . ox y afe inves . 
Third Avenue R. R. Ist 5s..... ers ep . 1.1.87 5 1.9 pi No 90 8.0 Among the stronger traction issues. 
_ . % Our preferences in ab: list. + Fixed ch time earned lroad, the item includes 
interest on funded and othe debt, ais for Pome gn my bn Mle = ae Pag od hn - ie fe cate, “ts sateen ‘interest on funded 
irquufunded debt, subsidiary preferred dividends, minority interest, etc, ¢ An entry such as 106 '96 means that the bond is not callable until 1936 
ce named. * Indicates that the issue is callable as a whole or in part at gradually decreasing prices. E Estimated. A Actual earnings. 
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Why Did D. & H. Buy Into 


N. Y. Central? 


Bold Stroke of Loree May Have 
Interesting Results for Both Roads 


REAMS and rumors come true, 

sometimes, even in Wall Street. 

The purchase by the Delaware 
& Hudson Co. of approximately 500,- 
000 shares of New York Central stock 
represents the fulfillment of a dream 
after 3'4 years, and the vindication 
of numerous and persistent rumors 
over a period of six months. 

The dreamer in this instance is the 
venerable (he will be 75 in April) 
railway executive, buyer and seller of 
railroad shares, L. F. Loree. Because 
in the last few years of his active rail- 
road career, covering more than half 
a century, he has so often “upset the 
apple cart” in that part of the rail- 
road world that has constituted his 
stamping ground, Mr. Loree has been 
dubbed frequently “The Stormy Petrel 
of the Railroad World.” 

Upon the very personal character- 
istics that caused him to be so dubbed, 
hang the events that make up the most 
dramatic and important part of his ca- 
reer. Mr. Loree is a man possessed 
of a multiplicity of ideas and unbounded 
ambition. In recent years both have 
crystallized in the one idea and word 
“CONSOLIDATION.” It is because of 
consolidation in the broadest sense that 
he has gone into the many striking and 
spectacular railroad deals, among which 
the quiet acquisition of a 10% interest 
in New York Central for the D. & H. 
is the most recent. He says himself 
that he made the purchase to protect 
the D. & H. “in future consolidation 
negotiations.” 

Since he made the announcement of 
his seemingly sensational deal all sorts 
of guesses have been made as to 
whether he had control and if so, what 
he was going to do with New York 
Central. There is, however, nothing to 
show that Mr. Loree has such control. 
On the other hand, there is everything 
to indicate that he has not, either in 
stock ownership or in management. 
This idea is likely to become clearer as 
time goes on. The 20 largest stock- 
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By Prerce H. Futton 


holders of New York Central had, in 
the aggregate, more than 1,000,000 
shares before he began buying. They 
are in the saddle and behind the pres- 
ent management. They had no diffi- 
culty in obtaining proxies for more 
than 50% of the stock outstanding for 
the purposes of the annual meeting of 
stockholders in January. No opposi- 
tion to the management developed at 
that time. 

Those who wish to see the D. & H. 
purchase of New York Central stock 
in its true light, therefore, should con- 
sider more what Mr. Loree intends to 
do for D. & H. because of its now 
large holdings of New York Central— 
rather than what he intends to do with 
the latter. Remember that ever since 
he became its president, D. & H. has 
been his pet and chief medium for 
spectacular railroad deals, except when 


Blank & Stolier Photo. 
L. F. Loree 


he switched to the southwest area and 
went into Kansas City Southern, 
Missouri-Kansas-Texas and St. Louis 
Southwestern. 

In his formal statement Mr. Loree 
said that he bought New York Central 
“for an investment.” When railroad 
consolidation in the Eastern territory is 
taken up actively again it will be in 
behalf of and through D. & H. that he 
will act. 

In the meantime it remains to be seen 
what return, if any, he will get for 
D. & H. stockholders on his “invest: 
ment” of $10,000,000 of their money 
in a stock that is not earning or pay- 
ing a dividend and that is not likely to 
for several years. Loree expects Cen- 
tral to be among the first roads to re- 
cover but resumption of any dividend 
can hardly occur before the ability is 
shown to take up deferred maintenance 
and to pay off or fund at least, $85, 
000,000 of short-term loans. Consoli- 


‘dation likewise will be governed by 


better earnings, a stronger credit posi- 
tion and higher prices for the shares 
of all the companies involved in the 
proposed plan for putting the impor: 
tant railroads east of the Mississippi 
into four gigantic systems. 

It may be stated parenthetically that 
those who are closest to this situation 
do not expect that it will be possible 
to do anything actively about it inside 
of two or three years. It has been in 
formally agreed by the executives of 
the four large systems to forget about 
consolidation until the business an 
railroad situations change very ma’ 
terially for the better. 

If, before consolidation is taken up 
again in the East, New York Central 
stock should double the average price 
of $20 a share that Mr. Loree is sup: 
posed to have paid for his 500,000 
shares, he could sell out if the market 
would take that much stock—and make 
a profit of around $10,000,000 for 
D. & H. stockholders. This might re- 

(Please turn to page 501) 
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Failure of Production Control 


Overshadows Oil Outlook 


What Course Should Be Fol- 


lowed in Petroleum Investments? 


ORE subject to quick change 
M than any other industry, the 


oil industry in recent weeks 
has seen a collapse of the improving 
trend evident during the greater part 
of 1932 and, entering a new year 
which had been regarded with high and 
apparently justified hopes, is once more 
confronted with seriously unsettled 
conditions of production and price. 

In this relapse of an industry which 
only a few months ago appeared to 
offer tangible evidence of a basic turn 
from depression to recovery a variety 
of factors are involved. In general, 
however, it now appears that in: the 
face of a declining consumption of 
gasoline and a deepening of economic 
depression the progress that was made 
in controlling production through pro- 
ration during 1932 and the resultant 
substantial increase in crude oil prices 
merely served to defeat themselves. 

It is perhaps too early to say that 
proration under individual State laws 
—the only method available as long as 
the Federal anti-trust laws block any 
national plan of control—has broken 
down. It may be that the State laws 
and enforcement of them can be tight- 
ened up under the spur of necessity. 
Efforts along this line have already 
been stimulated by the spectacle of fall- 
ing oil prices, as well as by a decision 
of the Supreme Court of Oklahoma 
upholding the power of the State Cor- 
poration Commission to shut down oil 
wells violating the curb on production 
and by at least a minor victory, in a 
Texas Federal Court, for the cause of 
proration. 

The present condition of the oil 
market, however, strongly suggests that 
Proration under State laws, at least 
under the existing stress of acute de- 
Pression, offers no very convincing 
Promise of providing an_ effective 
remedy for the troubles of the industry. 

t any rate, whatever the develop- 
ments of the future as regards present 
or new efforts at artificial control of 
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production, we now find the industry tations. Through a succession of cuts, 


falling back on the only regulator of 
the balance of supply and demand that 
has ever worked in the past—namely, 
price itself. When conditions were at 
their worst in July, 1931, crude oil sold 
as low as 15 or 20 cents a barrel. The 
natural effect of such disastrous prices, 
plus proration of a kind in the Texas 
field which had been chiefly responsible 
for the glut of oil, was to cause a re- 
bound. 

Prices had recovered to 69 cents a 
barrel by the start of 1932 and there 
was further improvement during the 
year, a price of 98 cents being reached 
by October. In that month various in- 
dependents marked up prices of mid- 
continent crude to $1.04 and $1.12 per 
barrel. Leading purchasers, including 
Standard Oil of New Jersey and Stand- 
ard Oil of Indiana, refused to go along 
with this movement. Their judgment 
was soon confirmed as gasoline prices 
began to weaken in various localities. 
By mid-December an orgy of price cut- 
ting was underway in crude oil quo- 


crude oil recently has sold under 50 
cents a barrel in many fields. Whether 
present prices may be taken as a reli- 
able indication of the trend for the 
year remains to be seen. The seasonal 
expansion of demand for gasoline this 
spring may throw some light upon the 
question, but this demand is directly 
affected both by the continued curtail- 
ment of purchasing power among auto- 
mobile users, present and potential, and 
by the continued increase in sales taxes 
imposed upon gasoline. 

The average price of mid-continent 
crude in 1931 was approximately 57 
cents a barrel and on this basis opera- 
tions of the industry as a whole were 
badly in the red. The average mean 
price for 1932 was 81 cents, resulting 
in substantial improvement in earnings 
and in favorable inventory adjustments. 
From these figures, which have little 
apparent relation to the statistics of 
crude oil and gasoline actually in stor- 
age at present, it is obvious that con- 
tinuation of existing price levels would 
mean a considerable impairment of the 
industry’s aggregate earning power, as 
compared with that of 1932. 

Last year’s domestic consumption of 
gasoline was approximately 8 per cent 
under that of 1931. This is a small 
recession, as compared with the reduced 
consumption of most other products, 
but in a market so beset by internal 
--mpetition and by a marked conflict 
of economic interests between different 
companies and groups it is important. 
There has been a much sharper decline 
in consumption of lubricating oils. This 
product is a much smaller factor than 
gasoline, as regards volume, but it has 
long been the “money crop” for many 
refiners. 

A significant aggregate increase in 
consumption of gasoline and lubricat- 
ing oil this year, aside from mere sea- 
sonal gain this spring and summer, be- 
comes increasingly dependent upon a 

(Please turn to page 505) 
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Semi-Annual Dividend Forecast 


Part II—Steel, Metals, Automobiles, Petroleum, Chemicals, Food, Merchandising 


HE bear market in se- 

curities has now lasted 

for more than three 
years. Viewing the record of 
dwindling earnings receiver- 
ships, curtailed and passed 
dividends, the unprejudiced 
cannot for a moment contend 
that the decline in prices has 
been unjustified. Many great 
companies would be bankrupt 
but for the Government's aid. 
The public’s purchasing power 
on which so much depends 
has been reduced. Com- 
modity prices in general are 








Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
ings. The letters A, B, C and D are applied 
in rating the industry; and the numerals 
1, 2, 3 and 4 in rating the position of the com- 
pany in that industry. Thus: 


INDUSTRY 
A—In a strong and expanding 
position. 
B—In a fairly strong and stable 
position, 


C—Temporarily de but 
prospects moderately fa- 
vorable. 

D—Depressed; declining profits; 
no signs of nearby im- 
provement. 


COMPANY 


1—Expanding operations; domi- 
—_ in field; strong finan- 


2—Good potential earnings; im- 
portant company; good 
financial position. 

3—Earnings still relatively low; 
fair financially; business 
volume moderate, 

4—Doutful outlook; weak finan- 
cial position; unprofitable 
operations. 


following forecast, concentrat- 
ing as it does on the invest- 
ment merit of many important 
companies as well as upon 
their probable dividend action, 
is so vital. Looking at it from 
this broader point of view, the 
investor will find the tables of 
real value. His investment 
program undoubtedly demands 
that part of his funds be 
placed in common stocks. Is- 
sues actually owned at the mo- 
ment can be appraised for their 
right to hold their position in 
his portfolio. New issues can 
be selected on the basis which 


at, or close to, the lowest 








levels of the depression. The 
country as a whole is over- 
burdened with debt of a hundred kinds, and more is being 
created. 

Under these conditions the problem of successful invest- 
ment is more difficult than ever. Yet, though the individ- 
ual now fears less for the safety of his invested capital 
and more for the safety of his currency, there is no reason 
for him to abandon himself to whatever may befall. Once 
the various menaces are recognized, much progress has 
been made and it is possible to take counteracting steps. 

As always, common stocks are deserving of attention on 
the part of any man who desires to maintain the purchas- 
ing power of his capital under every and all conditions. 

It is, however, quite apparent at this time, when the value 
of the monetary unit is in some doubt, that the question 

of mere dividends must assume a position 

of less importance than is customarily the 

case. Investment merit from the point of 

view of price appreciation—or rather the 

B/ : maintenance or enhancement of the 

purchasing power of the money in- 

vested—is now more important than 

the nominal percentage return 
on one’s capital. 


/ 

4 

| ‘ s on, It is for this reason that the 
N 


a 


aks, 


to him seems the best, taking 
into consideration his indi- 
vidual needs and objects. While it is impossible to reduce 
any system of ratings to an exact science, the one we have 
devised will be found valuable within its inherent limits 
for the aid which it gives in appraising the position of the 
different industries and the position of the various com- 
panies in that industry. 

The more conservative investor will find his requirements 
also amply met in the tables. Should the receipt of some 
return be one of his essential requirements, the dividend 
currently being paid and the likelihood of its continuance 
also is shown clearly. Those for whom a return is im 
portant, however, will do well to remember that in general 
no unearned dividend can be considered wholly safe, regard- 
less of what appears in an impregnable financial position. 
In order to make the reference easier, we 
have designated by a symbol (see foot- 
notes), those companies which are 
earning their disbursements, 
those which are not earn- 
ing them, and those 
which, although they 
pay nothing, are y oe 
earning some- 
thing. 
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Steel Outlook Continues Dubious 


HE recent reduction in the dividend on United States 
Steel preferred serves to focus attention on the ad- 
verse period through which the industry is passing. 

Last year was the worst in history. Ingot production was 
about on a par with 1901, while operations for the country 
as a whole averaged less than 20% of capacity. A glance 
at the accompanying table will show with what lack of 
fnancial success individual companies combated these con- 
ditions. 

Nor is there much justification for supposing that the 
forepart, at least, of 1933 will register any phenomenal im- 
provement. There will, of course, be some seasonal upturn 
this Spring and, in all probability, next Autumn as well. 
But there is nothing as yet in sight to lead to the belief 
that the industry will reattain a profitable status this 
ear. 

: At the present time, the automobile is the mainstay of 
what little steel business there is. There are, however, in- 
dications that automobile production will slow up somewhat 
this month compared with the high rate of production in 
January. Dealers are stocked up, the public has viewed 
the new models, and the manufacturer must now sit back 
and see what kind of reception they are given. This applies 
to the industry with the exception of Ford, who is not yet 
in full swing and whose increasing activity will be an off- 
setting factor to the dullness in the rest of the industry. 
Whether the automobile will have a better year this year 


than last is much less a question of desire—as many manu- 
facturers seem to think—than it is a question of the public 
being able to pay for that desire. The prospect for any 
marked increase in public purchasing power over the near- 
term is not a bright one and it is therefore unlikely that 
the steel industry will find a savior for its troubles in this 
direction. 

While a deferred demand for steel has been built up 
on the part of the railroads they too are suffering from a 
lack of money—or rather a lack of their own money— 
with which to fulfill their needs. The railroad situation 
will have to show considerably greater improvement than 
has been shown over the past few months before the 
carriers can be expected to begin ordering steel in nor- 
mal quantities. 

Steel entering into construction is being bolstered by 
Government aid. Yet this alone is far from sufficient to 
offset the stagnation of private enterprise. There is now 
an excessive supply of large steel frame buildings, which 
must be absorbed before a reasonable rate of activity can 
be resumed. 

It is probably to metal containers and miscellaneous de- 
mand that the steel industry must look to carry it through 
a further difficult period and it can only be hoped that an 
extension of the unsettlement which prevails in the price 
situation does not make the period more difficult than it 
would otherwise have been. 











Position of Leading Steel Stocks 





Price Range 
1982——_, 


Seas 
High Low 


Earned per Share 
= 


Company -— —, 
1981 1982E 


Recent 
Price 


Yield Market COMMENT 


Rating 


Divi- 
dend $ % 





American Rolling Mill def “18% 3 


Despite many drastic economies, needs better general 
business te emerge from the ‘‘red.’’ 





Bethlehem Steel def 295% 


14 


From present Indications common dividends are a long 
distanee away. 





12 


Has some attraction as a long-term speculation on 
future recovery. 





5 


Possesses only remote speculative possibilities. 





13 


General Improvement needed to enlarge the market 
for speelal steels and benefit this company, 








9 


A hard hit Southern enterprise. WNear-term outlook 
dubious. 





10 


13 


Well integrated. Should be among the foremost to 
reflect general Improvement. 





50 


Tin plate prices recently reduced. While current divi- 
dend net wholly assured, company should continue 
to do fairly well. 





13% 


Of Important out-and-out steel cos., the only one 
which showed anything earned on common last year. 
Yet dividend no more than reasonably safe. 





1% 


Has little attraction even as a speculation. 





1% 


with only extremely long-term 


D-4 Boom period merger 
speculative possibilities. 





™% 


Four more quarterly dividends declared. Beyond this 


D-3 disbursements depend upon conditions. 





525% 21% 


27 


Reduction of dividend on preferred makes disbarse- 


D-2 ments on the common still more remote. 





Youngstown Sheet & Tube... def def 27% 4 


3 





D-3 Losses have beon huge. Radical speculation only. 











% Paying and earning dividend. ™ Paying, but not earning dividend. E Estimated. 


a Actual earnings year ended Sept. 30. A Actual showing. 
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Lack of Demand and Low Price Make 


Mining and Smelting Unproftable 


Prosperous Conditions in the Gold Mining Division Only 


ITH the exception of gold, conditions in the non- 
ferrous metal world verge upon the completely 
chaotic. Demand has steadily contracted, stocks 

have mounted and prices continue to rule well below cost 
for most companies. Nor can anything be said other than 
that the situation presents few, if any, prospects of a change 
for the better. 

Because it holds the greatest security interest, it is un- 
fortunate that the copper situation should be the most 
obscure of all. The status of the whole industry is chang- 
ing and no longer can it be said that American capital 
dominates the world copper market. African mines can 
produce the metal at a cost which domestic and South 
American companies cannot hope to meet. Some might 
come reasonably near the African cost if it were not for 
the depreciated pound sterling, but this last takes equiva- 
lent costs entirely outside the realm of possibility. More- 
over, it must be noted that a low cost depends upon a rea- 
sonable rate of activity. It is for this reason that produc- 
tion curtailment, having as its object the raising of prices 
to a level where it would be possible for some of our com- 
panies to make money, is impossible on a scale sufficiently 


drastic to do any good. The African producers contend 
with considerable logic that production curtailment raises 
their costs and that in this way they would lose their most 
formidable weapon. 

In an effort to combat the unpleasant situation, the 
United States has placed a tariff on copper. In this way 
it is hoped that the domestic market, which is the largest 
in the world, will be held for domestic producers. Un- 
fortunately, however, this move only aggravates the situa- 
tion in regard to our custom smelting business, our exports 
of copper and brass products, and does untold damage to 
United States controlled South American producers like 
Cerro de Pasco and Chile Copper. 

While the other non-ferrous metals—always excepting 
gold—are in a somewhat better position than copper, their 
difficulties of excessive capacity, excessive stocks and too 
low a price, are the same. In all probability, general im- 
provement of business conditions will have been under way 
for some time before the mining and metal stocks in general 
re-attain a degree of prosperity. And the general improve- 
ment, of course, will be an adverse influence upon the one 
division now doing well—gold. 



















































































Position of Leading Mining and Metal Stocks 
Earned per Share Price Range 
Company —_—- -— — sl Recent Divi- Yield Market COMMENT 
1981 1982E High Low Price dend $ % Rating 
Seo Earned $1,029,700 first 11 months ’32 before deple- 
fAlaska Juneau ...........-:. .74 a comment 16% 1% 60 eo #2 
Ultimate future bright, but current conditions are 
Aluminum Co. of America... . nil def 90 22 C-3 steadily weakening a strong finanelal position. 
American Metal Oo........... def def 9% 1% [0 ae eee 
American Smelting & Refining nil def 27% 5% a ne eee 
WER, ce vvesccccccesscics def def 19% 3 D-4 Deep in debt. Outlook dubious. 
Cerro de Paseo .......0+.+:.. def def 15% 8% arb ‘i D-3 Ameriean copper tariff is an adverse Influence, 

PrDeme MRSS 2.0.00 scccvessves 142 a 1.900a 12% ™% 1.00 plus 6.7 A-2 A reasonably prosperous gold mining company. 
SENS 40 ass uthanboesenescse def def 11% 2% 4 og ae D-4 Can hardly prosper with copper at current prices. 

SINE. no oes c0cisvercenecs 9,70 NF 168 110 157 = 9.00 plus 5.7 A-1 Has remarkable record. Dividend appears entirely safe. 

@ Howe Sound ................ 1.19 a def A 16% 4% 40 5.7 D-3 Producer of miscellaneous metals. Dividend not safe. 
International Nickel ......... 2 «def = 1M%H—=ié‘“‘«R » ea 
MANOS 5 dis ccccisscncnesss 41a def 19% 4% amie on D-3 Good grade company hard hit by present conditions. 

7 vn a nd$00s0ec0s00tscee .50 a def 13% 4% -50 8.3 D-3 Current dividend cannot be considered safe. 

%MoIntyre Poroupine ......... 2.65 ab 22lac 21% 13 1.00 plus 4.6 A-2 Earnings Increasing. Dividend appears assured. 

@ National Lead ............-. 5.48 3.15 A 92 45 5.00 9.5 C-2 Officially intimated that dividend may be cut or passed. 
en ae eae det dof «= 8%—C(‘i«é “te 
Phelps Dodge ............... def def 811% BR ap ig mm > a pelameamanl 
St. Joseph Leat ............ Mai=«sdef 17% 4% wine ‘“ D-3 Recovery may be somewhat long delayed. 

a U. 8. Smelting .............. 1480S HSC*«CdC ‘>. 6 wef ee 
I a Re def def 98% 5% Se eee 

¥% Paying and earning dividend. sm Paying, eee e@ Not paying, but aes something. pletion. 

ended March 81, 9 months to Dec. $1. NF Not available, E Estimated. A Actual showing ie ei ee 
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Prosperity for the Automobile Industry 
Depends Upon Increased Public 





Purchasing Power 


HE year 1931 was generally considered to be a dis- 
astrous one for the automobile industry, for produc- 
tion was some 30% below that of 1930, which in 

turn was some 37% below that of 1929. Last year, how- 
ever, revealed that production activity in the automobile 
industry could plumb new depths. In 1932 there were 
about 1,436,000 cars and trucks produced, a decline of 
about 42% from the previous exceedingly poor year. More- 
over, last year there was a decline also in the number of 
motor vehicles registered and the optimists who serenely 
concluded at the advent of the present depression that there 
would be an effective replacement demand for all cars 
scrapped quite evidently have been confounded. 

As a result of the great decrease in production activity, 
it is hardly surprising that the industry as a whole was 
distinctly unprofitable in 1932. Reports for the first nine 
months of last year show, almost without exception, deficits. 
Business in the last quarter was so poor that it is quite 
possible that there will be not one single company to report 
a profit on its common stock for 1932. Under these condi- 
tions, despite the great financial strength of individual com- 
panies, dividends cannot be considered safe. Is there any 
prospect of increased business which would make them so? 


The industry is suffering from an excessive capacity. 
This, coupled with vast resources, has laid the groundwork 
for a fierce competitive battle, especially in the low-priced 
field. Except for the public, which is constantly getting 
more for its money, no one ever wins a fight of this kind. 
From the producers’ standpoint, it merely means narrower 
and narrower profit margins, if such may be said to exist 
at all. Some producers may go out of business entirely, 
but even so, those that remain will have in all probability 
ample facilities to care for the available business. 

There is only one thing which can really change this 
somewhat dim prospect. It is a phenomenal increase in 
new car demand. But from where could this come? 
Domestically, there is every reason to believe that we have 
seen the saturation point in automobile ownership. New 
buyers of new cars reached a peak in 1923 and the tremen- 
dous activity in production during the years following this 
one was principally owing to the exceptional replacement 
market brought about by the general prosperity. Now 
that we are undergoing a period of general depression, the 
number of new buyers of new cars has sunk to negligible 
proportions and the replacement market is severely re- 
stricted for the present at least. 
















































































Position of Motor Common Stocks 
Earned per Share Price Range 
Company — —l Recent Divi- Yield Market COMMENT 
1931 1982 High Low Price dend % Rating 
i 
WW ois ivanenctssesrnes TWH. bts UN Mm Cts ole Cl 
i - 
i ene 83 Defc 21% 5 «a ne wre 
Continental Motors .......... Def d Def d 3% % 2 C-4 Dependent on successful entry into the low-price field. 
u General Motors ............. ma *® ms © ele st oo eee 
Graham-Paige ............... Def Def c 4% 1 2 C-4 An unattractive speculation. 
MNO halla ci eras Def Defe 11% 2% 4 69: ee ee ee ee 
BMD aviarkeSueenscpaeuscte Def Def c 5% 1% 2 C-3 Prospects obscure. 
Even great financial strength cannot maintain present 
i oy”. ey pee ree Def Def c 28%, 10 15 1,00 6.7 C-2 dividend indefinitely without a plck up in business. 
Flexibility fosters company’s determination not to do 
oN na MTEL ee ee 1.76 a 38 a 19% 8 14 1.00 7.1 C-2 business at a loss. Some attraction as a speculation. 
Dividend not safe. 
RAGE spc esusasasweseauss Def Def c 5% 1% 2 C-4 Stock is a relatively unattractive speculation. 
DOE cians tuenpe band steered Def Def c 8% 1% 2 C-3 Highly speculative. 
? i 
Studebaker ................. 20 Defc 18% 2% 4 oa. Ce 
Willys-Overland ............. Def Def c 3% &% 2 C-4 Unattractive, even as a speculation. 
Yellow Truck ................ Def Def c 1% 1% 3 C-4 Really satisfactory condition appears a remote prospect. 
| = _—_—_————— —_ — ae wa = =~ Se uaataieine SD 
| = Paying, but not carning dividends. a Year ended Nov, 30. c Nine months ended Sept. 30. d Year ended Oct, 31. 
| 
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On the other hand, demand from abroad is not promising. 

Under present conditions foreigners are finding it sufh- 
ciently difficult to meet existing dollar obligations without 
contracting others. They have put in the way of our ex- 
port business tariffs and exchange restrictions and as a result 
exports of motors and parts last year amounted to less than 
$100,000,000 compared with more than $160,000,000 for 
the previous twelve months. That the industry itself recog- 
nizes that it must look abroad is clearly evidenced by recent 
speeches and statements of some of its greatest figures. In 
view of the isolationist policy currently sweeping the coun- 
try, there is, however, little enough chance of their ideas 
being followed. 

Nor must one forget the tax aspect of the automobile 
industry's future. The tax on cars and parts and the con- 
stantly mounting gasoline taxes are all making the owner- 
ship of cars more expensive, and consequently narrowing 
the market. The cost of car ownership is now rising faster 
than it can be offset by lower initial cost and greater wear 
being built into today’s vehicles. A greater degree of gen- 
eral prosperity is therefore needed to attain a given vol- 
ume of production than would have been the case in 1928 
and 1929, for example. 

Nevertheless, despite the clear reasons for believing that 
the automobile industry faces no period of dynamic 
expansion, it is quite possible that we are nearing the point 
where the advocates of the prosperity-from-replacement- 
demand theory are to be partly vindicated. While no one 
can say with any degree of certainty what constitutes a 
normal replacement demand for the United States, it is not 
unreasonable to suppose that it represents a market larger 
than last year’s. How much larger, however, clearly de- 





pends upon the general level of prosperity and for this to 
rise materially in turn clearly depends upon more construc- 
tive steps being taken to lift us out of the economic mire 
than any heretofore attempted. 

The automobile accessory companies have fared in a 
manner very similar to that of the automobile companies 
proper. Their business volume too has been drastically 
curtailed and the unprofitable nature of the industry is 
clearly revealed by the constantly recurring deficits in the 
accompanying table. It is, however, more difficult to gen- 
eralize in regard to the accessories than in regard to the 
automobile companies proper. In the former division, the 
nature of activities varies very considerably. Some acces 
sory companies, for example, are entirely dependent upon 
the number of new automobiles produced. The body makers 
would fall into this class. Others are more dependent 
upon the total automobile mileage run—the manufacturers 
of tires. Yet others, while primarily automobile accessory 
companies, nevertheless, do considerable business with other 
industries. Bohn Aluminum and Timken Roller Bearing 
are typical of this class. Finally, there are automobile 
accessory companies which are producing finished articles 
having nothing whatsoever to do with the automobile in- 
dustry. Borg-Warner’s refrigerators are an example. 

In view of the fundamental differences among the vari- 
ous accessory companies, it follows that the prospects of 
each must be decided on its individual merits. It should 
be noted, however, that so far during the depression no 
company has succeeded in developing its outside business to 
the point where it overshadows its automobile business and 
that, as a whole, the accessory companies are much less 
strong financially than the automobile companies proper. 




























































































488 


Position of Motor Accessory Common Stocks 
Earned per Share Price Range 
Company — -——1932——. Recent Divi- Yield Market COMMENT 
1981 1982 High Low Price dend $ % Rating 
Continually developing new products, but marked im- 
Bendix Aviation ............ 74 Def a 18% 4y, 9 C-3 provement in general activity needed to provide com- 
mon dividends. 
tabilizing factor in 
Borg-Warner ...............5 1 0OoMile 4% 8% ~~ 8 hh - 2 app laeratieseet essen 
Briggs Manufacturing ....... 4 Def a 11% 2% ~ C-4 Dividends unlikely this year. 
While disbursements on the common are not a near 
Bohn Aluminum ............. 84 Def a 22% 4% 13 C-2 prospect, stock Is not without speculative appeal. 
Eaton Manufacturing ........ 37 Def a 9% 3 6 C-3 Dividend prospects remote. 
i - , but dividend only 
Electric Auto-Lite ........... 403 1998 98% 8% 18 1.20 6.7 G82 bor ae well-situated company 
While company may possibly have covered present rate 
NF.Electric Storage Battery.... 3.05 NF 338% 12% 24 2.00 8.3 C-2 oe, dividend maintenance is not absolutely 
assured, 
: tivel showing. Dividend 
Firestone Tire & Rubber...... msi ma oe ll kl tele lle ee eS 3 
Goodsioh, B, FH. 2. cccsccccce Def Def c 12% 2% 4 D-3 Stock has little speeulative attraction. 
compa common dividends unlikely this 
Goodyear Tire & Rubber..... Mil Nile 29% 8% 18 nt ~ctigascalaneenicet 
ition to divi- 
Houdaille-Hershey “B” ...... Nil Defa 4% 1 _ + a ee 
@ Marlin Rockwell ............ Def Def a 138% 5% 7 1,00 14.3 C-3 Dividend probably will be reduced or omitted shortly. 
he near 
Motor Wheel ..............08 Def Defa 6% 2 8 oe eee 
NN IK fice nnrnccnves Def Def a 9% 2% 3 se a C-4 Stock has little attraction at the present time. 
@ Perfect Circle .............. 5.55 .98 c 19 17 18 2.00 11.1 C-2 Business off sharply, Reduction in dividend likely. 
t business 
= Raybestos-Manhattan ........ tite eh - eh. 4 Sle eee 
Stewart Warner ............. Def Def 8% 1% 3 C-4 Comparatively unattractive speculation. 
lati I, but dividend 
= Timken Roller Beating ...... 1.06 Defa 23 a 2. mm e «6.2 
lo idend, however, 
#Trico Products ............4. aa aS a ee Te ee eee 
Ws ME |. dans db vcpeccns Def Def c 10% 1% 4 a D-4 Has reported large losses. Stock is without appeal. 
% Paying and earning dividends. « Paying, but not earning divi dends. a Nine months ended Sept. 30. b Year ended Oct, 31. c Six 
months ended June 30. NF Not available. 
- os (a a RE SEES SS Seen mm - 
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Position of Leading Petroleum Stocks 


(For a discussion of the oil industry see article on page 483) 





Earned per Share Price Range 




































































Company —_ Recent Divi- Yield Market COMMENT 
1981 1982 High Low Price dend $ % Rating 
Atlantic Refining ........... 19 1,45 21% 8% 15 1,00 6.7 C-2 Did better last year. Dividend fairly safe. 
: xpand | 
@ Consolidated Oil ............ def 0b 9 4 5 wc > ig ehesgincasmeabacpaibeesct se 
9 mos, Possesses speculative attraction only. Dividends prob- 
@ Continental Oil of Delaware.. def 02 9% 38% 5 C-4 ably some distance away. 
WOME I «assy cccenesks def NF 4% 298 26 ea ee a 
Houston Oil .........sesese0s a 28% 8% 12 C-3 Has possibilities in further natural gas development. 
9 mos, 
Mid-Continent ......-.....00. def def 8% 3% 5 ¢.4 Dividends appear quite remote. 
9 mos, Payments may be expected from time to time so long 
a OR! SASS eer re re err def 57 11 5 6 § § C-8 as earnings warrant. 
9 mos, Weak financial position Improved, but common divi- 
@ Phillips Petroleum .......... def .09 8% 2 5 C-3 dends are not a near-term possibility. 
i bn EE ee nS nila NF 6% 2% 3 C-3 Merits attention as a radical speculation only. 
Diversification afforded by world-wide interests. Vir- 
@ Royal Dutch ............006. 14 NF 23% 12% 20 § § C-2 tually a a section of the industry, both at home 
and abraa 
9 mos While dividend appears reasonably well assured, Issue 
xSeaboard Oil of Delaware .... 10 49 20% 6% 16 -40 2.5 C-3 cannot be considered statistically cheap. 
9 mos, Probably be some time before company digests tremen- 
Se TAR ks ctasivicencs ons def def 8% 2% 5 C-3 dous expansion. 
Strong financially, but needs better conditions in the 
NF.Socony-Vacuum ........++. def NF 12% 6% 7 -40 5.7 C-2 industry to make the dividend absolutely assured, 
9 mos. Should continue ta pay something, though possibly 
a Standard of California ...... “1.11 92 81% 15% 24 2.00 8.3 C-2 the current rate will be reduced, 
Current uncertainty In the gasoline market adverse 
NF.Standard Oil (Indiana)..... 1.04 NF 26% 138% 21 1.00 4.8 C-2 factor, but company should have little trouble In 
maintaining current dividend. 
WF.ttanderd Oil (Mew Jersey), 98 MF 91% 1% 26 1.00 «8.8 cp Rent Melted to destere Oe meet cute, Come me 
ee ee oe a ee eee ee eee Re corners 
ME LOSOE CUED, .«.050)00,05 0000s def NF 18% 9% 13 1,00 7.8 C-3 Dividend not considered assured. 
9 mos. 
@ Tidewater Associated ....... def .09 5% 2 3 c-4 Theroughly speculative. 
: 9 mos. Lack of margin in earnings for dividend payments 
a Union Oil of California ...... 10 -63 15% 8 10 1,00 10.0 C-3 make a reduction possible, 








* 
able. a Year ended March $1, 


Earning and paying dividend. 


ws Paying, but not earning dividend. 


°32. b65 months to June 30, ’32. 


@ Paying no regular dividend, but earning something. NF Not avail- 


§ Has paid a dividend recently, but no regular rate, 











Position of Leading Chemical Stocks 





Earned per Share Price Range 
ee 












































Company -———1932—_, Recent Divi- Yield Market COMMENT 
1931 1932 High Low Price dend $ % Rating 
i Despite stron ition and long-term outlook, 
u Air Reduction .........++.. ~ oo mlm lle. oe SS oe 
Dividend probably unearned last year. Strong finan- 
NF. Allied Chemical ........... 6.74 NF 8814 42%, 83 6.00 7.2 C-2 cial position, however, lends assurance to its con- 
tinuanee. 
: Will probably be a long time before company is in 
Am. Cyanamid ‘‘B’’ ......... 21a NF 8% 1% ad C-3 4 position to make disbursements on this stock. 
9 mos, 
m Columbian Carbon ........... 3.02 1.24 41% 13% 32 2.00 6.3  C.g Present dividend not wholly assured. 
: 9 mos Business Improvement needed to make present rate 
= Commercial Solvents ........ 85 18% 8% 11 -60 5.6 C-2 entirely safe. 
u Du Pont de Nemours ........ 4.27 1.82 59% 22 s 2 8: 6g SS ae 
6 mos, While earnings warrant current rate, impairment of 
wkFreeport Texas ..........00. 3.26 1.45 285% 10 24 2.00 8.3 C-2 financial position may force reduction. 
Liquid Carbonic ............ S.17b defb 22 9 12 ‘ma 
‘ 9 mos, Dividend reduction probable. Longer-term outlook 
m Mathieson Alkali ............ 1.88 64 20% 9 17 1.50 8.8 C-2 good. 
9 mos, Should have no difficulty maintaining current con- 
*Monsanto Chemical .......... 2.98 1.72 30%, 18% 81 1.25 4.0 C-2  servative rate. 
9 mos, 
xTexas Gulf Sulphur ......... 3.52 1,79 26% 12 24 ~—-2,00 8.3 0-2 Piling up of Inventories obscures safety of dividends. 
ri 9 mos, Well entrenched and strong financially. Current 
a Union Carbide & Carbon ..... 2.00 .69 36% 15% 25 1.20 4.8 C-2 dividend, however, not entirely safe. 
6 mos, Aleohol price situation much improved, but resumption 
@ U. S. Industrial Alcohol ..... def .09 36% 13% 19 C-3 of dividends not a near-term prospect. 
. i % 
° Westvaco Chlorine .......... 1.79 19 12% 3 8 C-3 aaa tae ieee oe ee 








months ended Dec, 31. b Year 


pe 





to Sept. 30. 


% Paying and earning dividend. » Paying, but not earning dividend. 


@ Not paying but earning something. NF Not available. a 18 
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Position of Leading Food Stocks 





Earned Price Range 

































































of -—PerShare- -—19382——, Recent Divi- Yield Market COMMENT 
Company Pi ae 1981 1932 High Low Price dend ating 
TUE} 33> cesnanrsoane Meats def a nil a 2% 5% 2 D-8 Reported a smaller deficit for the last fiscal year, 
® Beatrice Creamery..Dairy Products 3.54 b 820 43% 10% 9 C-3 Unsatisfactory conditions in the industry may continue. 
9 mos, 
*Beoch-Nut Packing...Package Foods 4.75 3.25 45% 29% 47 93.00 6.4  B.q Income holds relatively well. Dividend assured. 
eT aaa Dairy Products 3.82 NF 434% 20 22 1,60 7.3 C-2 Current, lower dividend fairly safe for the time being. 
California Packing ........ Canning def b NF 19 4% 10 D-3 Condition of the industry not yet satisfactory. 
Cont. Baking ‘‘A’’.......... Baking .74 nil 8 2% 4 C-4 Not particularly attractive even as a speculation. 
9 mos, Extremely strong finanelal position lends assurance 
@ Corn Products........ Starch, Syrup 93.54 2.04 55% 24% 55 3.00 5.5 B-2 to the continuance of the current unearned dividend. 
the “big four’’ to show a profit for the 
u Oudahy Packing............. Metts S48.0 900 3% 9 SB 880 16 ee ee eee eer iceman eat ohalty sate 
@ General Baking ............ Baking 2.58 1.94 19% 10% 15 2.00 18.3 C-3 Maintenance of unearned dividend doubtful. 
9 mos, 
w&General Foods ...... Package Foods 3,44 1.97 40% 19% 24 2.00 8.3 B-g Resists depression. Current dividend well covered. 
. E reason 1 
NF General Mills ........ Flours, etc, 3920 NF 48% 28 41 8.00 2. ne to anticipate div 
9 mos, Earnings off. May possibly be moderate reduction In 
x Hershey Chocolate. ...Chocolate, etc. 8.73 4.27 83 43% 50 5.00 10.0 C-2 current dividend. 
9 mos, Is paying about the maximum on basis of current 
a Loose-Wiles ................ Baking 3.14 1.48 86% 16% 24 2.00 8.3 B-2 earning power. Reduction possible. 
Despite financial and trade position of company, mode- 
a National Biscuit............ Baking 2.86 2.44 4% 2% 36 2.80 7.8 -2 rate reduction in the dividend may take place. 
6 mos, 
NF National Dairy ....Dairy Products 349 1.05 31% 14% 14 2.00 1438 3 Industry depressed. Reduction probable. 
9 mos, 
Penick & Ford....... Starch, Syrup 2.50 1.65 32% 16 30 1.00 plus 3.8  3B-9 Regular rate entirely, extra reasonably, assured. 
= Purity Bakeries ........... Baking 2.14 ff 15% 4% 8 1,00 12.5 C-8 Sharp reduction in earnings menaces dividend. 
xStandard Brands....Package Foods 1.12 1.14 17% 8% 15 1,00 6.7 B-2 Net holds well. Dividend certainly safe for a time. 
BE a avehaxciciunyen snopes Meats 11 defa 18% 6% 8 ea ee 
9 mos, Maintenance of current dividend somewhat uncertain in 
@ United Biscuit settteeereeee Baking 3.71 1,27 28% 1l 17 2.00 11.8 B-2 view of sharp drop in earnings. 
Ward Baking ‘‘A’’.......... .-Baking  .69 nilg 10% 2% 3 cose C-4 Possesses little attraction even as a speculation. 











% Earning and paying dividends. m= Paying, but not earning divid -nds. 
ended Oct. 31, b Year ended Feb. 28, ’82. c 6 mos. to Aug. 31. © Year ended May 31, 


@ Not paying, but earning something. NF Not available. a Year 
’82. f 40 weeks to Oct. 8. g 43 weeks to Oct, 22, 











Position of Leading Merchandising Stocks 





Earned per Share Price Range 






























































Company HS Sars Recent Divi- Yield Market COMMENT 
1981 1982 High Price dend Rating 
Latest showing was better than had been anticipated 
@ Best & Co, tre tteeeeeneeeees 3.02 a 1.05 b 2% 5% 11 “r sae C-3 previously. 
xFirst National Stores rertreee 5.58 0 2,55 d 644 35 50 2.50 5.0 B-2 Could easily pay larger dividend and may do so. 
*W. T. Grant... teteeeeeeeees 20€0a 100E 30% 14% 17 1,00 5.9 C-2 Dividend appears fairly safe. 
e@ Grand Union ............... 1.86 “ msl Z 9% 8% 5 B-g Possesses some attraction as a long-term speculation. 
Earnings hold up comparatively well, though dividend 
ER kd 25 5s onus nseew 4.87 3.76 35 15% 29 3.00 10.3 B-2 not wholly assured. 
x8. 5S. Kresge ........... a ee 1.00 19 6% 9 1,00 111 B2 age wel Just cover dividend which possibly may 
We. TE Miveee ........... Seeseee 4.14 2.76 37 18 28 1,00 plus 3.6 B-2 Conservative dividend seems more than ordinarily safe. 
24 wks. Earnings probably covered dividend by only moderate 
%Kroger Grocery & Baking .... 1.46 74 18% 10 18 1,00 5.6 B-2 margin in 1932. 
Estimated to have covered dividend for latest fiscal 
NFR. H. Macy .............-. 3.68a NF 60% 17 27 ~=—2.00 74  C-B year, bet rate not entirely safe. 
NF May Dept. Stores ..... ... 1.75 a NF 20 9% 14 1.00 71 C-3 Current dividend does not appear to be wholly assured. 
9 mos. New management appears to be making progress, but 
Montgomery Ward .......... def def 16% 8% 14 C-3 may have long pall. 
40 wks. 
wkNational Tea ............... 98 .63 10% 8% 10 .60 6.0  B-g Earnings cover dividends by fair margin. 
eee Retires large block of preferred to the — 
a ee 318 «sl KHOCtCS = 1  « Cae 
6 mos. No reason to expect further lowering of dividend, at 
wSafeway Stores ............. 6.33 2.79 69% 30% 38 3.00 7.9 B-2 least for a time. 
28 wks. 
Sears, Roebuck ........... | (847 def 87% 9% 19... ces Go -1932 expected to have resulted in a defeit. 
a F, W. Woolworth . ......... 3.19 2.27 455% 22 34 2.40 7.1 B-2 Any reduction in dividend should be moderate only. 








* Paying and earning dividend. ss Paying, but noe earning dividend. 
able. E Estimated for year ended Jan. $1, "83. a Year ended Jan. 31, ‘32. 
months to Oct. 1, ‘39 





@ Not paying dividend, but earning something. NF Not avail- 
b Year ended Jan, 91, ‘38, d Six 


t) Year ended March 31, ‘32, 
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GENERAL CIGAR 








Maintains Its Strength Despite 
Decline in Industry 


Strong Financial Position — Sustained Sales Volume 


OR some years the cigarette has 

been steadily undermining the 

popularity of -the cigar, with the 
result that total production and sales 
of cigars have shown a marked trend 
downward. Yet in this apparently un- 
favorable setting the General Cigar 
Co., largest domestic manufacturer, has 
in the last decade increased its sales 
and maintained an impressive stability 
of earning power. 

The cigar certainly cannot be con- 
sidered a necessity of life. Quite aside 
from its long-term trend of sales, one 
would naturally expect it to fare badly 
under present conditions of acute de- 
pression and reduced public purchasing 
power—and so it has; but, at least in 
the case of General Cigar, sales may be 
sid to have resisted depression rela- 
tively well; better, indeed, than the 
products of most other industries. 


Low Price Cigars 


The explanation is simple. While 
the cigar will never be a necessity, 
General Cigar has succeeded in sub- 
stantially reducing its luxury rating. 
Whether inspired by the dictum of a 
famous statesman of an earlier day 
that: “What this country needs is a 
good 5-cent cigar,” that, at any rate, 
was what the management decided that 
the General Cigar Co. needed. 

As a result the corpora- 


By Warp Gates 


from approximately one cigar out of 
every fourteen to nearly one out of 
every seven. 

All of this gain has been in pro- 
duction of low priced cigars, as evi- 
denced first by rapid growth of sales 
of “Wm. Penn,” a 5-cent brand re- 
vived about ten years ago and more 
recently by large gains in sales of 
“White Owl,” a cigar which the com- 
pany shoved down into the nickel class 
in the summer of 1931. 

The combined sales of these two 
brands make General Cigar the largest 
manufacturer in the low price field. In 
the next most favored price class, that 
of 10 cents, the company has concen- 
trated with considerable success on the 
“Robt. Burns” brand. Other brands 
include “Van Dyck,” retailing at from 
three for a quarter to 15 cents straight, 
and “Laddies,” a little cigar selling at 
15 cents for a packet of 5 or 30 cents 
for a packet of 10. 

Since the company’s sales and profits 
set a peak in 1929, each year of de- 
pression has brought recession in these 
figures, but the decline has been to 
some extent offset by reduction in op- 
erating costs. For 1932 net income was 
$2,058,370, as compared with $2,720.- 
667 in 1931, $3,201,521 in 1930 and 
$4,295,960 in 1929. Profit per share 
of common stock for 1932 was $3.61, 
against $5.01 for 1931, $6.03 in 1930 


and $8.07 in the record year of 1929. 

Considering the record of earnings 
for the last twelve years, it would ap- 
pear reasonable to assume that the 
probable earning power of the com- 
pany in a period of normal business re- 
covery should be between $4 and $5 
per share on the common. 


Long Dividend Record 


Dividends at varying rates have been 
paid on the stock since 1909, the pres- 
ent rate of $4 having been established 
in 1927. Since 1932 earnings have 
fallen short of this total by a margin 
of 39 cents, it is, of course, open to 
conjecture whether the rate may not be 
cut. The company’s financial position, 
however, is satisfactory and offers no 
apparent reason for a reduction of the 
dividend to a level of less than $3.50 
or $3. 

On such a prospect the stock at re- 
cent prices around $32 possesses con- 
siderable income attraction, yielding 
more than 12% on the present dividend 
and more than 9% in the event the 
dividend should be reduced to $3. The 
issue enjoys little speculative activity 
but is not without probability of satis- 
factory appreciation in any sustained 
market recovery. The capitalization 
consists simply of 50,000 shares of $7 
cumulative preferred stock and 472,982 

shares of no par value common, 








tion has in the past ten years 
discontinued various brands of 
cigars, many of which were 
manufactured for local markets, 
and has concentrated on the ex- 
Ploitation of a few brands, with 
emphasis on complete mechanical 
production, low price and ex- 
tensive national advertising. Ac- 
cordingly, despite the encroach- 
ment of the cigarette, General 
Cigar now produces more cigars 
normally than it did a decade ago, 
ts proportion of the country’s 

output having increased 








Seven Years With 
General Cigar 


Earnings 
per Share 
Net Income of Common 
BOD sada sealeasons $2,058,370 $3.61 
IE Peng nes, ore 2,720,687 5,01 
BE i ceniat essnnre 3,201,521 6.08 
BED vcwneceedvexdss 4,295,961 8.07 
EROS Serre wer 3,140,459 6.85 
BO. ssadetecachess 3,366,136 7.18 
BUD. ob cd bbacias cae 2,562,812 5.67 
oe 


| the company during 1932 having 
retired its issue of 6% gold notes, 
$2,800,000 of which had been 
outstanding at the end of 1931. 
Total current assets, including 
$5,500,000 in cash and Govern- 
ment securities, are $24,069,265, 
against current liabilities of $719,- 
510. The company is free of any 
need for additional plant expan- 
sion. While over a period of 
years fifty-six factories have been 
eliminated out of seventy-seven 
originally operated, productive 
capacity has increased. 














for FEBRUARY 18, 1933 


491 











Tas 








J 











ry pl 


SS 











SS 


Ut 





\ Vy i a 


A 
Fn 
aol 


Z 








afl 
" ss i 
mi eS 























The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
investment interest. This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








Let Europe Pay Us in Service 


A Practical Method by Which Foreign Cur- 
rencies Could Be Used in Partial Debt Solution 


By H. M. B. 


HE United States is at last confronted with the in- 

evitable reconsideration of the governmental debts 

owed to it by European countries. What faces us 
is no longer a theoretical, but an actual problem. The 
question must be solved. No further circumvention is 
possible, no further postponement. 

That Europe’s capacity to pay has been greatly curtailed 
is beyond the slightest question. What is most significant 
is that Europe has been unable to accumulate, out of the 
proceeds of her trade, sufficient American balances to make 
the “war-debt” payments. Many debtor countries inform 
us that they would gladly pay, could they get around this 
transfer problem. But, they state, they have not the for- 
eign-exchange wherewithal. They could perhaps pay us 
in their own currency, but they cannot pay us in ours. 


We Cannot Take Goods 


The suggestion has been made that, if we would but 
remove our tariff wall, European debtor nations could pay 
us in goods. That is Governor Smith's idea, and there's 
much to it. But this suggestion meets with serious objec- 
tion from our trade and manufacturing interests, who 
apprise us that importing foreign goods means displacing 
American goods, implies more idleness in American in- 
dustry, idle factories, idle machines, idle workers. It would 
aggravate our unemployment problem at the very time 
when we can least ‘afford to have it do so, this with all 
the more certainty because we are at the bottom of a great 
depression, prices are very low in Europe, our markets 
might quickly be flooded with cheap foreign merchandise. 
We do not wish to accept payment of the inter-governmen- 
tal debts in goods. 
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We would take payment in gold. But Europe has not 
the gold to pay us, we are told. Thus there is no prospect 
of payment in goods or in gold. How then can the transfer 
problem be overcome? Is there no way out, short of can- 
cellation by us, or of default by the debtors? There is 
another way out. It will not solve the whole question. 
But it offers possibilities of very considerable relief. 

The thing for us to do is to say to the foreign govern 
ments concerned: “You agree to make debt payments to 
us in the form of services. These services will be ‘con: 
sumed’ by American tourists. In the year 1929 American 
tourists spent $650,000,000 in foreign travelling. In the 
depression year 1931 the corresponding figure was no less 
than $5'71,000,000. Half a billion dollars gold. A part 
of this was spent on shipboard, some of it on foreign 
vessels. Much was spent in Canada and in other non 
debtor countries. Of the $502,757,000 spent actually on 
foreign soil, American tourists expended $181,000,000 in 
the seventeen countries scheduled to make debt payments 
to the United States government during 1932. 


Tourist Expenditures 


“The money that those same seventeen countries were 
to pay us during this year for principal and interest on 
the debts amounted to $285,721,600. Let us set off part 
of the debt payments against certain tourist expenses. You, 
Europe, will make your payments to us not in gold or m 
goods, but in your own monies. Those funds will be de 
posited to our credit in your own central banks. We sha 
use the money to pay for expenditures of our tourists 
your several countries. Some of the money will be devoted 

(Please turn to page 501) 
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Taking the Pulse of Business 


— Debt Adjustment in Progress 


ing increase of 19% in 

railroad net operating 
revenue for December as 
compared with the corre- 
sponding month in 1931, the 
grist of news since our last 
issue has not, if taken at its 
face value, been of a character to improve confidence. Divi- 
dend reductions by prominent corporations; renewal of the 
price war in automobile tires; rumors of a further slash in 
the wholesale price for popular cigarette brands; growing 
agitation to reduced rates for gas, electricity, and railroad 
freight; expectations of a drastic cut in anthracite coal 
prices; curtailed Government subsidies to air mail carriers; 
more small bank failures, with consequent rise of money 
in circulation; resumption of gold earmarking in response 
to domestic inflation talk; and continued inaction on the 
part of Congress—such were the handicaps under which 
business and the security markets labored during the past 
fortnight. 

That all four curves of our Barometer have thus far 
proved encouragingly indifferent to these recent develop- 
ments would seem to indicate that they are regarded, in 
the main, as a salutary form of secondary liquidation which 
often characterizes the final phase of a major business de- 
pression. We shall gain a clearer perspective of the out- 
look by keeping in mind that the long decline in raw ma- 
terial prices, in security prices, in New Orders, and in the 
physical volume of production and trade was halted months 
ago; while adjustments of indebtedness, and of prices for 
certain manufactured goods and corporate services, to the 
lower costs of raw material are at last proceeding at an 
accelerated pace. Deflation here has been delayed by cus- 


Pring ine for the gratify- 


— Finished Goods Prices Decline 
— Industrial Activity Lags 


— Longer Term Outlook Encouraging 


tom or by the existence of 
long term contracts; but the 
gaps must be narrowed be- 
fore we can enjoy anything 
more than transient improve- 
ment in general business con- 
ditions. The major question 
is whether raw material 
prices are to rise, or debts and other prices are to come 
down further. The former procedure was given a pre- 
liminary trial last autumn; but was doomed to failure be- 
cause it served merely to perpetuate the disastrous over- 
production of basic commodities which lies at the root of 
our present economic ills. 

Years of political and other futile efforts to abrogate 
the working of economic laws by means of various price 
fixing expedients should have taught the world by now 
that the only remedy for overproduction is underproduc- 
tion, and that the only effective way to reduce production 
is to permit prices to fall so low that marginal producers 
are forced to quit. It is better for a comparatively few 
of the industrially unfit to suffer temporarily than that the 
whole world should sink ever deeper into the mire. 

Inflation here, if it “takes,” will raise prices and in- 
tensify the evils of overproduction. There would be a 
brief flare-up of speculative prosperity, and then a crash 
to lower depths than we have yet reached. Recent experi- 
ence with proration in the petroleum industry should warn 
us, moreover, that general allotment and proration cannot 
be enforced; for, even if successful in this country, it 
would soon encourage more production by other nations. 
The present epidemic of low prices is a penalty we are 
paying for war-time inflation of prices, and consequent 
post-war overproduction. The quicker we liquidate this 
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debt, the sooner will prosperity return again to leading 
industries such as are briefly reviewed below. 


The Trend of Major Industries 


STEEL—Operations crept up to 19% of capacity last 
week; but this is still about 30% lower than last year. The 
recent spurt in demand for structural steel and plates may 
serve to offset the drop in specifications for sheets incident 
to strikes in the automobile industry, and so sustain the 
present rate of output. Earnings of most companies for 
the first quarter, however, are likely to be considerably less 
than last year, especially in view of lower prices received 
for finished products. The railroads are still financially 
unable to place orders in any quantity, despite the grow- 
ing need for replacements and repair work. Drilling in 
the oil fields has fallen off sharply of recent weeks, which 
lessens the demand for tank steel and pipe. At present 
writing, about the only encouraging aspect of the situation 
is a noticeable increase in demand for pig iron and scrap. 


METALS—No improvement is yet in sight for any of 
the metal companies. Zinc and lead sales are still de- 
clining, while other non-ferrous metal markets remain dull. 
Unless demand picks up soon, some of the higher cost cop- 
per mines here will have to shut down at least for the sum- 
mer. Smelter earnings are still receding, and more plants 


are being closed. 


PETROLEUM—Further reductions in gasoline prices 
east of the Rockies have made imminent still deeper slashes 
in crude prices so that the resulting necessity of inventory 
write-downs is likely to eat considerably into first quarter 
earnings. The difficulty now is not so much overproduction 
of crude as the unhappy combination of excess production 
and diminished consumption of gasoline. Total liquid 
stocks on December 31, last, were practically the same as 
at the end of 1927, and 193,000,000 gallons less than at 
the close of 1929. Upon further analysis, however, one 
finds that crude stocks were reduced 36,000,000 during the 
six-year interval, while gasoline stocks increased by a like 
amount. This excess gasoline is being dumped upon the 
market below posted prices, and so has undermined the price 
structure. Lower crude prices, however, have reduced 
drilling operations—a corrective which, in the long run, 
will strengthen 
the statistical 
position of the 
industry far more 
effectively than 
any of the prora- 
tion plans which 
has yet been 
tried. 

RAILROADS 
—Net railroad 
operating income 
in December was 
19% ahead of 
the previous De- 
cember, the first 
yearly increase 
of any month 
since 1929. Such 
a favorable com- 
parative showing 
was made possi- 
ble, however, only 
by drastic econo- 
mies in opera- 
tions; since gross 


494 


THE TREND OF COMMODITY PRICES 
U.S. DEPARTMENT OF LABOR INDEX~1926=!00 


Changes in Major Commodity Price Groups for the 
Fortnight Ended February 4, 1933 


Metals 
Building 
Chemicals 


income was 14.8% less than in December, 1931. For 
1932, as a whole, gross fell off 25.4% and net 
37.9%. A considerable portion of the saving in operat. 
ing expenses was made possible by temporary cuts 
in maintenance and repair work which cannot be de 
ferred indefinitely. Many of the weaker roads are still not 
earning their fixed charges, and it is only a question of 
time when either voluntary or receivership reductions in 
funded debt will have to be made. 

CHEMICALS—This industry has weathered the de 
pression better than most, and the beginning of 1933 finds 
the stronger organizations operating on a fairly stable 
income basis, although volume sales have shrunk moderately, 
compared with a year ago. Since labor costs form but a 
minor component of the cost of manufacturing chemicals, 
production costs have been easily adjusted to the slightly 
lower prices now in effect. 

TIRES—Continued weakness in crude rubber prices and 
a new outbreak of tire price cutting make the nearby out: 
look for the majority of rubber manufacturers all but hope- 
less. 

ACCESSORIES—First quarter earnings of accessory 
companies, on the other hand, should generally show a little 
improvement over last year—partly from greater economies 
of operation, and partly because the output of new cars 
to date has been slightly ahead of last year. 

MERCHANDISING—January sales of chain stores and 
mail order houses show a slightly less percentage decline 
from last year than was reported for December; but, owing 
to the circumstances that Easter this year will be deferred 
until the middle of April, against March 27, last year, first 
quarter earnings, for the most part, are not likely to make 
a favorable comparative showing. 


Conclusion 


While it is evident from the foregoing survey that the 
majority of important industries are still operating at a 
loss, with faint prospects of nearby improvement, con- 
siderable support for the contention that we are in the final 
phase of the depression is to be found in the recently accel- 
erated pace at which topheavy indebtedness is being 
scaled down, and hitherto resistant commodities and serv 

ices are descend: 

ing to within 
reach of slim 
pocket books; 
_ while the decline 
in general busi 
ness activity and 
in primary com 
modity prices ap’ 
pears to have 
ended. If this 
process of closing 
up the gaps 1s 
permitted to run 
its course with 
out undue inter 
ference, we 
should then have 

a sound economic 

base upon which 

a new peri of 

prosperity will 

arise — perhaps 

sooner than 1 

now generally an 

ticipated. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








BLUE RIDGE CORP. 


What is your opinion of Blue Ridge 
Corp. common as a speculative purchase? 
My portfolio is in a splendid position, 
thanks to your past advice, but I want to 
add to my speculative commitments and 
Blue Ridge common looks good to me. I 
will appreciate any information you may 
give me, and advice as to whether you con- 
sider the price attractive at prevailing 
levels —R. D. D., Charlotte, N. C. 

The Blue Ridge Corp. reported as 
of December 31, 1932, total assets of 
$40,405,378, including $1,372,935 
cash, equivalent to $57.92 per share 
on its outstanding $3 preference stock, 
and after allowing for this stock at the 
amount to which it is entitled in 
liquidation ($55 per share), to 27 
cents per common share. As of De- 
cember 31, 1931, the preferred had a 
book value of $57.85 and the common 
of 84 cents. During the past year 
112,290 shares of preference stock 
were retired at a considerable discount 
from the liquidation value, thus result- 
ing in a sizable saving to the corpora- 
tion. Investments at the year-end re- 
mained substantially unchanged, the 
largest single investment being in the 
common stock of the North American 
Co., with smaller amounts in other 
issues which appear well adapted for 
future enhancement in quoted value. 
Although net cash income from invest- 
ments declined somewhat last year, 
dividends on the $3 preference stock 
are still being earned, indicating the 
continuance of such payments. While 


the common stock is essentially specu- 
lative, its leverage factor is such that 
liquidation value of these shares could 
mount rapidly upon a sustained recov- 
ery in the securities markets. Hence, 
we would not be averse to limited long- 
pull speculative commitments in the 
shares. 


RADIO-KEITH-ORPHEUM CORP. 
—PARAMOUNT PUBLIX CORP. 
I am holding 50 shares each of Radio- 
Keith-Orpheum Corp. and Paramount Pub- 
lix common stock purchased last summer. 
While I realized that earnings of these en- 
terprises were declining exceedingly, I 
thought they were financially sound, and 
was surprised to read of the appointment of 
receivers for both companies. I would ap- 
preciate any information you can give me 
as to their outlook. Do you think the situ- 
ation points to a long process of reorgani- 
sation? Do you advise me to continue 
holding or should I sell now and take my 
loss?—H. D. K., Knoxville, Tenn. 


The sharply curtailed purchasing 
power of the public has resulted in a 
prolonged and increasingly pronounced 
falling off in theater attendance, a 
factor that has been largely responsi- 
ble for the difficulties currently being 
encountered by the motion picture in- 
dustry. Although moderate reductions 
in admission prices have been effected 
by the major units in the field, such 
reductions have not been sufficient to 
stimulate attendance and, as a matter 
of fact, have failed to check the de- 


cline. The dearth of “box office at 
tractions” during the more recent past 
also has been a cause for the apparent 
lack of interest in motion pictures cur: 
rently being evidenced. Several units 
in the industry, moreover, have been 
particularly hard hit by their un 
warranted expansion during the “boom 
era” with the result that they find 
themselves hard pressed to meet current 
financial requirements. Radio-Keith- 
Orpheum Corp. and Paramount Publix 
Corp. are outstanding examples. 
Although operating economies have 
been effected wherever possible, many 
of the theaters operated by these en: 
terprises were acquired at prices, or 
leased at rentals, prevailing during the 
prosperous years of 1928 and 1929. In 
consequence of the heavy fixed charges 
thereby incurred the companies have 
been operating in the “red,” and are 
now unable to obtain cash to meet 
current obligations. The recent ap: 
pointment of receivers for both com 
panies is therefore regarded in many 
quarters as desirable in order to pre 
serve the assets of the companies. The 
stocks are currently being quoted at 
prices that amply discount existing con 
ditions and near-term uncertainties and 
since little can be salvaged from your 
original investments in the shares, we 
see little to be gained by liquidation of 
your holdings. As regards the ad: 
visability of depositing your holdings 
with the protective committees we are 
inclined to suggest that you delay defi 
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nite action in this direction, pending 
further developments. 


BROWN SHOE Co. 


I have a profit in Brown Shoe common. 
I understand though that this company is 
selling its shoes today at lower prices than 
any time in the past 18 years and I am 
wondering if my profit and dividends are 
secure. With the information at your com- 
do you advise me to continue holding 
this stock, or should I take my profit and 
invest in Something else?—E. E. K., 
Philadelphia, Pa. 

Brown Shoe Co. is the third largest 
manufacturer in the industry, special- 
izing in the production of medium and 
low-priced shoes for men, women and 
children. Largely as a result of oper- 
ating economies and aided by increased 
demand for shoes during August and 
September which, incidentally, was 
better than seasonal, the company was 
able to report consolidated net income 
of $1,061,299 for the fiscal year ended 
October 31, last, equal to $3.34 a share 
on the common stock after allowing 
for dividend requirements on the 7% 
preferred stock. This compares with 
profits of $1,356,179 or $4.37 a share 
on a somewhat larger capitalization in 
the preceding year. During the past 
fiscal year, the company retired $275,- 
000 par value of the 7% preferred 
stock, and 5,000 shares of the common 
stock were acquired for the treasury at 
a price reported below the net asset 
value. Despite these cash outlays, an 
exceptionally strong financial condition 
was revealed by the balance sheet dated 
October 31, 1932. Total current assets 
amounted to $12,552,000 or more than 
12 times total current liabilities of 
$1,005,000. Cash and _ equivalent 
stood at $3,515,000 or more than 
$2,300,000 above that of a year earlier. 
Although substantial earnings recovery 
is not anticipated during the near 
future, the strong competitive position 
of Brown Shoe assures its full partici- 
pation in eventual business revival. At 
this writing, the annual dividend rate 
of $3 a share appears reasonably se- 
cure, and we see little cause for dis- 
turbing your present position in the 
stock. 


GENERAL RAILWAY SIGNAL 
Co. 


I have 150 shares of General Railway 
Signal common bought in 50 share lots 
during the last two years at an average 
cost of 42. In view of its 1932 earnings 
being estimated as less than half those of 

4 and in view of the continued economies 
of the railroads, I will appreciate your ad- 
vice as to whether I should continue to hold 
or sell this stock now when it is selling 
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near the high for the year—H. F. K., 
Albany, N. Y. 


Earnings of the General Railway 
Signal Co. have been adversely affected 
by the reluctance of the railroads to 
purchase needed supplies and equip 
ment manufactured by this company. 
Nevertheless, earnings have been rela- 
tively well maintained in comparison 
with other companies in the railroad 
equipment field. The company re- 
ported for the year ended December 
31, 1932, net income of $634,665 
equivalent after preferred dividends, to 
$1.55 on the common stock. This com- 
pared with net of $1,210,254 or $3.33 
a common share in 1931. The finan- 
cial position remains strong, total cur- 
rent assets, as of December 31, 1932, 
amounted to $5,563,459, of which cash 
alone totaled $1,847,550, as compared 
with total current liabilities of only 
$220,862. General Railway Signal has 
long been recognized as one of the lead- 
ing manufacturers of railway signal 
and safety devices. Although earnings 
recovery of substantial proportion must 
await improved credit of the railroads, 
its replacement business in 1933 is 
likely to compare favorably with that 
of last year. The long term outlook 
for the company is decidedly promising, 
and we regard the shares as amply de- 
flated at current levels and counsel 
maintenance of your present position. 


NATIONAL DAIRY PRODUCTS 
Co. 

In 1932 I bought 50 shares of National 
Dairy Products at about 27. This stock is 
selling close to its 1932 low. What is the 
trouble? Is this because of the reduction 
in milk prices? Do you look for any divi- 
dend reduction? Do you advise me to hold 
or should I sell and place my funds in 
something else?—H. L. S., Portland, 
Oregon. 


The recent price weakness in the 
dairy stocks may be attributed to the 
rather disappointing showing indicated 
for those companies last year and to 
the rather restricted outlook during 
1933. The industry is suffering from 
reduced consumer demand, coupled 
with an apparent increase in supply of 
fluid milk and cream. Furthermore, 
ice cream sales during the summer 
months of last year were adversely 
affected by unusually cool weather as 
well as curtailed purchasing power. 
As a result of the combination of these 
factors, sales of dairy products, with 
the exception of packaged cheese, have 
been sharply reduced with attendant 
lower profit margins. Thus it is be- 
lieved that National Dairy Products 
Corp. earned approximately $2 a share 
in 1932 against $3.17 registered in the 


preceding year. The strong financial 
condition of the company is evidenced 
by the report that on December 21, 
last, it had on hand $25,000,000 in 
cash and sufficient funds to meet its 
sinking fund requirements for the next 
six months. However, in the light of 
further earnings declines in prospect 
during the current year, it would not 
be at all surprising to witness a reduc- 
tion in dividend distributions on the 
common stock, although it is believed 
that the revision will not be drastic. 
On the other hand, longer term pros- 
pects of this enterprise are favorable, 
and since prevailing quotations for the 
shares discount existing uncertainties, 
we are inclined to counsel against sac- 
rificing present speculative holdings. 


DELAWARE & HUDSON CO. 

Will you tell me how I, as a stockholder 
in Delaware & Hudson stand to benefit 
by this company’s acquisition of a o> 
stock interest in New York Central? y 
broker has advised me to add to my 100 
shares of Delaware & Hudson bought in 
1930 at around 135, but I will not act until 
I hear from you as the present status of the 
stock is not exactly clear to me.—T. K. L., 
Chicago, IIil. 


The shares of Delaware & Hudson 
Co. offer interesting speculative possi- 
bilities and you might well take ad- 
vantage of price weakness to add to 
your present holdings. An analysis of 
this company, with reference to the 
purchase of a 10% stock interest in 
New York Central R. R. appears on 
Page 482 of this issue. In the light 
of the questions contained in your re- 
cent communication, we believe that 
you will find this article of interest and 
pertinent to your present status as a 
stockholder of Delaware & Hudson. 


VANADIUM CORP. OF 
AMERICA 


I will appreciate any information you may 
give me regarding the financial and busi- 
ness position of the Vanadium Corp., of 
which I have 100 shares purchased at 37%. 
I have read some optimistic reports relative 
to the outlook for the automotive and rail- 
road industries, and wonder whether this 
company is in a position to take advantage 
of any improvement that might be witnessed 
during 1933 in these fields. What is your 
advice on my stock? Shall I hold or sell? 
—T. K. M., Los Angeles, Calif. 


Vanadium Corp. enjoys a virtual 
monopoly in the production and sale 
of vanadium throughout the world; 
its ore deposits, located in Colorado, 
Peru and South Africa are regarded as 
the largest and richest in the world. 
Vanadium is used primarily as an alloy 

(Please turn to page 502) 
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YOU CAN BUY 
Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and terms 


Odd Lot Orders Solicited 
Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 
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What Is the Outlook? 


You can keep informed 
as to the technical 
market position and 
future price move- 
ments through Wetsel 
Service. 


Send for booklet M.W.-15 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building New York 
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Brokerage 
Service 


FULL LOTS 


ODD LOTS 


Only Conservative 
Margins 


Walter J. Fahy & Co. 


Members New York Stock Exchange 


Associate Members New York Curb 
Exchange 


29 Broadway, New York 
Uptown Office, 522 Fifth Ave. 


Albany, N. Y. 
De Witt Clinton Hotel 











STOCK 
AND 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“ BROKERAGE SERVICE SINCE 1e98 °° 


— — a echonae 
‘ember. ew Yor otton Exchange 
= ss Chicago Board of Trade , 

and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 











The Board of Directors have this day declared 
the regular quarterly dividend of 75c per share 
on the Convertible Preference Stock of this Com- 
pany, payable March Ist, 1933, to stockholders of 
record February 16th, 1933. Transfer books will 
not close. Checks will be mailed. 


JACK COHN, Treasurer. 
February 6th, 1933. 
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Independence Fund offers a definite, 
protected financial program that in- 
cludes the investment of your month- 
ly payments ($10 or more) by an old, 
conservative Trust Company acting 
as your trustee according to the terms 
of your Trust Certificate. Earnings 
are automatically reinvested — thus 
compounding them. 

The free booklet, ‘35 Questions—36 
Answers” gives full details of this 
unique progeans. Send for it. Indepen- 
dence Fund of North America, Inc., 
One Cedar Street, New York, N. Y. 








Independence Fund of North America, Inc., 
One Cedar Street, New York, N. Y. 

Please send me, without obligation, free 
copy of “35 Questions—36 Answers,” 

















OPENING AN ACCOUNT 


Many helpful hints on trad- 
ing procedure and methods 
in our booklet. Copy free 
on request. 


Ask for booklet MG 6 


Any listed securities bought 
and sold 


GisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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and New York at the close of business on 
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CALIFORNIA 
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NE MLD: 545.53 002s s0s00600 443, 26%, 84, 13 27%, my, 
250 107 121 89 78 57 
25% 5% 11% 8% 5% 4% 
Procter & Gamble aie 98 ane 19 29 i 
ee eer eeeeerees la 
Public Service of N. J. .......... =_— wa wae ao 
PR MS ncech cckseecdeedces 58% 15% 28 10% 23%, 18% 
RSS Tyree ere 11% 8% 6% 2% 3% 3% 
Purity Bakeries ................ 55% 10% 15% 4% 10 7 
R 
Radio Corp of America.......... 27% 5 184 2 
Radio-Keith-Orpheum ........... 4 HY a tH Su : 
Remington-Rand ........ ....... 19% 1% ti, 1 4 3% 
Republic Steel ................. 5% 4% 18% 1% 1%, 5% 
Reynolds (R. J.) Tob. Cl. B...... 54% 32%, 40% 261%, 5% 26% 
Sere 42% 13 28%, 12% 21% 19% 
8 
Safeway Stores .......... 69 88 59 
Sears, Roebuck & Oo, .... esi, soft ¢ On 9, pet 
Seaboard Oil—Del. ........ 20% 5 20% 65% 20% 15 
SEEN CibiG kbs 55 658s K0:0s00 11% 8% 5% 1% 2%, 1% 
SE Sis EGP: c0cnnssddccsee % 8% 12% 5 10 1% 
| a are 10% 2% 8% 2% 5% 4 
SSS SSPE CT PTT EL TEE 334 6% 18% 2% 8% 6% 
Socony-Vacuum Corp. ............ 21 8% 12% 5% 1% 6% 
So, Cal, Edison ............ -.. 64% 28% % 15% 28 1, 
Standard Brands ......... 10% 17% 8% 15% 14% 
Standard Gas & Elec. Co.. 25 34% 1% 15% 10% 
Standard Oil of Calif. ... sei 31% 156% 23 
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Uv 
Underwood-Elliott-Fisher ........ 16% 18% 4 7 
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Util. Power & Lt. A ...........- $1 1% 10% 1% 4% 2% 
Vv 
Vanadium Corp. ......---.+s0+: 16% 11 23% 6% 14% 11% 
Warner Brothers Pictures ...... 20 2% 4% % 2% 1% 
Western Union Tel. ............ 150% 88% 50 1542 $1 21% 
Westinghouse Air Brake......... 861%, ll 18% 9 14% 11% 
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cd) 


to subsidies to your tourist industry to 


Diva | be ‘earmarked’ for the benefit of 
$ Per a 

} Bare | American travellers. There are already 

1 several hundred thousand Americans 

+, | who go abroad each year. You will 

advertise to them and to the rest of us. 

: You will tell in your advertising how 

this arrangement makes it possible for 

‘ Americans to travel in your countries 


at extremely low cost, how you have 
: arranged with your government-owned 
and government-subsidized railways 
si, | and steamships to lower their rates for 
Americans, with your hotels and resorts 
to lower their charges, and your 
theatres and shops the same.” 

’ Only the other day the newspapers 
in New York carried a report that the 
French government is to spend a mil- 
lion dollars during the next three years 
i | in advertising France to the American 
- tourist. That is an indication of the 
size of this business of tourism. The 


3% | above plan should be brought to the 
2 attention of France and the others. 
1 Through our joint efforts the volume 


of American tourist travel to Europe 
will be built up. We will make it 
possible for Europe in large measure 
‘3 to “save face.” It will offer Europe 

. an honorable way out. It will get 
around the transfer problem to a very 
important degree. Europe will pay us 
*0 | in francs, in sterling, in lire. Our gov- 
ernment will sell tourist letters of credit 
here, for U. S. money, thus getting its 
| payment in gold. The tourist will get 
all the benefits of the cheap travel 
facilities Europe will offer him. He 
will take his tourist letter of credit to 
tl | the agencies of the various foreign cen- 
/ ++ 1 tral banks concerned and receive there- 
for local currency at a rate of exchange 
to be fixed beforehand by agreement. 
‘| Everyone will benefit. 

i It is possible that Europe will raise 
"} | some objection to the plan, calling our 
attention to the fact that Europe's pres- 
/ 4’ | Ct serious transfer problem has come 

1 | into being despite the already huge 
‘| American tourist expenditures. Take 
» 4 | away $181,000,000 we are now annu- 
2. | ally Paying Europe for services to our 
tourists, and matter will be worse than 
at present. But to this objection we 
have an answer. Our plan would 
make allowance for what Europe is 
2 already receiving from our tourists. 
[We would calculate such expenditures 
. for 1932, and then apply any excess 
tourist expenditures to the debts. The 
Whole idea is based on increasing the 
travel and expenditures of Americans 
in the seventeen debtor countries. 
Americans who might otherwise go to 
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some different country to spend their 
vacation, would, because of the special 
inducements, travel to the debtor coun- 
tries. Those who would go there any- 
way, might stay longer, or at any rate 
spend more money on their tour. 
Thirdly, many Americans who have 
never been abroad would be induced 
to go, for travel would be made cheap 
and easy. 

Apart from the direct advantages 
mentioned, there is an important sec- 
ondary advantage to this plan. In- 
ternational good will and understand- 
ing will be promoted. Americans, 
from their first-hand contacts with 
Europeans, will have a better concep- 
tion of the problems with which the 
Continent is faced. But, best of all we 
would be offering Europe an honest 
way out of a good part of the debt 
problem. 








Why Did D. & H. Buy Into 
N. Y. Central? 


(Continued from page 482) 








imburse them to a great extent for the 
dividend on their own shares that was 
cut off the very day that the New York 
Central purchase was made public offi- 
cially. But, “you can’t eat your cake 
and keep it.” If Mr. Loree were to 
sell in advance of consolidation negoti- 
ations being renewed he would have 
parted with the valuable “pawn” that 
he bought against that very time, 

Either he must sell at a large profit 
or wait for the resumption of dividends 
on New York Central stock if he is to 
get a monetary return on his “invest- 
ment” for D. &@ H. stockholders. Un- 
less railroad earnings do not pick up 
materially, it would seem that a sub- 
stantial appreciation in the market price 
of New York Central is certain. 

It is not logical to assume that Mr. 
Loree with his aggressive personality, 
does not intend to have a voice in the 
management of the railroad into whose 
stock he has placed $10,000,000 of 
D. & H. shareholders’ money to foster 
this comeback. The best information 
is to the effect that for himself he will 
seek only membership on the board and 
executive committee. It is regarded as 
by no means certain that he will secure 
I. C. C. approval for either position. 
That body has been increasingly op- 
posed to directors of one railroad serv- 
ing on the board of another, whether 
competing or only connecting. The 
D. & H. and New York Central are 
both. Moreover, Mr. Loree has not 
been in favor with the I. C. C. for 
many years. orth, 

Much depends on the decision of 
that body. Certain it is that his influ- 








KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
uest, direct from the issuing houses. 

lease ask for them by nu r, We 
urge our readers to take full advantage 
of this service. Address K Posted 
Department Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 

“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 

PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house is issuing a booklet describing a method 
by which listed securities may be bought on 
monthly installments in odd or full lots. 
(818). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 

“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 

4TE ITS GROWTH—THROUGH TRADING” 

Is the title of an interesting article by ©. B 
Harmon of A. W. Wetsel Advisory Service, 
sent to Investors on request. (936). 

MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co. have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Copies gladly 
sent to investors and traders. (939). 

“ANNUAL REPORT” 

Descriptive and statistical information re- 
garding the Associated Gas & Blectric Co. 
sent upon request, (945). 

“EXPLANATION OF OIL & GAS ROYALTIES” 

A descriptive booklet entitled ‘‘Explanation 
of Oil & Gas Royalties’’ issued by Leigh J. 
Session Corp., is being distributed and will 
be sent free upon request. (946). 














IMPERIAL OIL, LIMITED 
Dividend 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a dividend of 
twelve and one-half cents (12%4c) per share, 
in Canadian funds, has been declared by the 
Directors of the Company and that the same 
will be payable in respect of shares specified 
in any share warrant of the Company of the 
1929 issue within three days after the Coupon 
Serial Number THIRTY SIX (36) of such 
share warrant has been presented and deliv- 
ered to ANY BRANCH OF: 


THE ROYAL BANK OF CANADA 


such presentation and delivery to be made on 
or after the 1st day. of March, 1933. 

Payment to Shareholders of record at the 
close of business on the 14th day of February, 
1933 (and whose shares are represented by 
share certificates of the 1929 issue) will be 
made on or after the 1st day of March, 1933. 

The books of the Company for the transfer 
of shares will be closed from the close of busi- 
ness on the 14th day of February, 1933, to the 
— of business on the 28th day of February, 
1 \ 


BY ORDER OF THE BOARD 
F. E. Holbrook, Secretary. 


56 Church Street, 
Toronto, Ontario. 





UNDERWOOD ELLIOTT FISHER COMPANY 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 12%4c a share on the 
Common stock of Underwood Elliott Fisher Com- 
pany will be payable March 31, 1933, to stock- 
holders of record at the close of business March 
It 1933. 

Transfer books will rot he closed. 

C. S. DUNCAN, Treasurer 
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ence cannot be anything like as great 
if he is not permitted to put his feet 
under the table at the meetings of the 
board and executive committee. No 
one could begin to take his place, no 
matter how fully he might be clothed 
with authority. 

What Mr. Loree hopes to do with 
respect to consolidation as a result of 
his New York Central purchase no one 
pretends to know at this early date. It 
should be borne in mind that in the 
allocation of the principal roads, under 
the most recently approved plan, the 
I. C. C. left the D. & H. as an in- 
dependent property. Thereby hangs 
the tale of the New York Central pur- 
chase. Whatever Mr. Loree attempts, 
will not, by any means, be his first 
effort in railroad consolidation. The 
minutes of the board of managers of 
the D. & H. show that as far back as 
May 15,1929, a resolution was adopted 
in which the opinion was expressed 
that general railroad consolidation was 
sure to come, with government ap- 
proval, and that consequently the D. & 
H. should take the necessary steps to 
protect itself by the purchase of the 
shares of other roads. Such authority 
was given to Mr. Loree, in consultation 
with the executive committee. 

In pursuance of this policy, control 
of Buffalo, Rochester & Pittsburgh was 
bought for merger with D. & H. This 
undertaking was opposed by other 
eastern roads and turned down twice 
by the I. C. C. Later the stock was 
sold to the Van Sweringens and traded 
by them to B. & O. Subsequently 
large blocks of Lehigh Valley and 
Wabash were bought for a fifth system 
in the East, of which D. & H. was to 
be the head. This scheme was likewise 
strongly opposed by the other eastern 
lines, first favored and then opposed by 
the I.C. C. The result was abandon- 
ment of the plan and sale of the stock 
of the two roads to Pennsylvania. a 
transaction that brought some $63.000.,- 
000 into the D. & H. treasury. With 
this tidy little sum the man who had 
been opposed by all his eastern com- 
petitors has ridden serenely over the 
stormy seas of the depression, lending 
millions of money and continuing divi- 
dends on D. & H. stock, when thev 
were struggling with big deficits and 
short-term loans. 

And then to cap the climax, with a 
part of the balance of the millions ob- 
tained from Pennsylvania he bought 
500,000 shares of the stock of its chief 
competitor. Could anything be more 
dramatic? 

What is going to come of the New 
York Central purchase? No one can 
tell. Most of the facts have heen briefly 
and bluntly stated. The purchase was 
made with the knowledge of the House 


of Morgan, the First National Bank of 


New York, New York Central hank- 
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ers, and President Williamson of that 
company, and without the disapproval 
of Kuhn Loeb & Co., D. & H. and 
Loree bankers. The buying of the 
500,000 shares both steadied and ad- 
vanced the market for New York Cen- 
tral stock. It has met with popular 
approval D. & H. furnishes the 
northern end of a direct line for the 
New York Central from New York 
to Montreal. Mr. Loree will doubtless 
do all in his power to help New York 
Central to get more traffic and in every 
way to strengthen its position for the 
ultimate advantage of D. & H. 








Answers to Inquiries 
(Continued from page 497) 








for steel, with the result that operations 
of the company depend almost entirely 
upon the activity of the steel industry. 
When consideration is given to the fact 
that that industry averaged approximate- 
ly 20% of capacity, during the year, the 
loss incurred from operations by Vana- 
dium Corp. in 1932 doubtless was con- 
siderably larger than that of the pre- 
ceding year, when a deficit of $1,096,- 
721 was reported. Furthermore, return 
of profitable operations must await 
materially increased activity in such in- 
dustries as the automobile, railroad and 
high speed tool; important consumers 
of vanadium steel alloys. The mines 
of the company have been closed since 
the early part of 1931 and present de- 
mands are being met from inventories 
with the result that as time progresses, 
a more liquid position will be assumed. 
Despite restricted near-term earnings 
outlook, the company is in a favorable 
position to participate in eventual in- 
dustrial recovery. At present, its 
shares. miust be regarded as a specu- 
lation, but if you are not averse to 
assuming a corresponding degree of 
risk, maintenance of your holdings is 
advocated. 


COLGATE-PALMOLIVE-PEET CoO. 


I will appreciate your advising me 
whether to continue holding 200 shares of 
Colgate-Palmolive-Peet Co., I bought last 
year at an average price of 277%. I am 
at a loss to understand its poor earnings in 
that period, particularly as 1 understand 
that it effected substantial operating 
economics. How is the financial condition 
of the company? Are you advising to hold 
or sell the common at. this time?—E. M. 
R., Newark, N. J. 


The Colgate-Palmolive-Peet Co. con- 
ducts an_ international business in 
cleansing agents, dentrifices, talcum 
powders, shaving creams and other soap 
products; -all marketed. - under.. well- 


known tradenames. The. latest earp- 
ings available are for the six months 
ended June 30, 1932, when 13 cents a 
share was earned on the common stock 
as compared with $1.69 a share for the 
corresponding period of 1931. These 
results are largely attributable to the 
decreased selling prices for its products, 
with a resultant narrowing of profit 
margins, together with losses incurred 
through rebates to dealers. It is be 
lieved that these losses will be largely 
avoided in the future. The company 
is pursuing a program of plant re 
habilitation in order to further reduce 
cost, and to take advantage of present 
low prices of machinery and equip. 
ment. The balance sheet as of June 
30, 1932, revealed a strong financial 
condition, with total current assets of 
$39,931,000 against current liabilities 
of $5,978,000. Although this strong 
financial position would indicate that 
the present dividend on the common 
stock could be maintained, future dis- 
tributions will be largely dependent on 
earnings. Nevertheless, the common 
stock offers interesting potentialities for 
eventual price appreciation and reten- 
tion of present holdings is advised. 





AMERICAN SUGAR REFINING 
Co. 


I own 125 shares of American Sugar 
Refining common stock I bought three years 
ago at almost twice today’s quotations, and 
which pays me about 4% at the present 
dividend rate. Will you let me know what 
you think of this stock? Do you believe 
its financial and business position warrant 
continuance of the current dividend rate? 
Do you advise holding or selling this 
stock?—E. J. T., Boston, Mass. 


The sugar industry has long been 
conducting its operations under condi- 
tions which are far from satisfactory. 
Under the circumstances, the showing 
of the American Sugar Refining Co. 
has been highly commendable. This 
company recently retired $4,000,000 
principal amount ‘of its'6% bonds, thus 
leaving only about $3,500,000 out 
standing. For a company having total 
assets of more than $130,000,000 the 
small amount of funded debt now out 
standing tends to further strengthen 
the position of the preferred and com: 
mon shares. Although full year 1932 
results are not yet available, it has been 
unofficially estimated that earnings 
amounted to approximately $1.70 per 
common share as compared with actual 
earnings of $3:17 a share in 1931. This 
unfavorable earnings trend, moreover, 
is not likely to be checked in the near 
future, since large shipments of sugef 
are now coming into the market from 
the insular possessions. Nevertheless 
the company maintains a ‘dominant 
position in its-industry,-and is in a post 
tion. .to participate. fully in. any 1m 
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lt Is Vitally Important 
That You Act—NOW! 


URTHER delay may cost you five or ten points to participate in the expected ad- 
vances of selected common stocks. 


The anticipated Spring market recovery should be fully underway in the near future. 
As a subscriber to THE INVESTMENT AND BusINEss Forecast, you will be guided in 
taking advantage of this upmove—knowing what and when to buy and when to take your 


profits. 


Common Stock Recommendations 
NOW READ Y—for Trading, 


Semi-Investment and Investment 


After an extensive analysis of all leading common 
stocks, our market and security specialists have se- 
lected what they consider the “cream” of the list—the 
potential leaders of the recovery. Two active, buoyant 


issues are ready as Trading Advices; four sound low- 





priced issues 


portunities and three high-grade dividend-paying 





issues 


as Bargain Indicator recommendations. 


To receive these recommendations, mail the coupon 





averaging under 9—as Unusual Op- 


averaging under 25 and yielding over 9%— 





Subscribe NOW! Get Complete 
Service FREE Until the Next 
Two Million Share Day! 


u NDER the terms of this liberal 
offer you have everything to 
gain by placing your subscription to 
the Forecast—at once. | 
The last two million share day on the 
New York Stock Exchange was No- 
vember 11—three months ago. The 
next day of such volume undoubtedly 
will mark the start of the next deti- 
nite move in the market. 
In the meantime you can take advan- 
tage of current market swings and 
put your present security holdings in 
order—at our expense. 
With your interests in mind, there- 
fore, we extend this special offer to 









































below with your remittance—today. yeu seein. 
+48 This Complete Service for Six Months Only $75 ae 
(a) (b) (c) (d) 
Trading Advices following Speculative Investments. Investments for Income Investments Mainly for In- 


intermediate rallies and de- 
clines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and semi-invest- 
ment securities). 


| 


Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


| 


and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


eee 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 
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-—--—---—-—-—-. MAIL THIS 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


Cable Address: TICKERPUB 
I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast 
with the understanding that my enrollment will start at once, but not date as beginning until 
the next two million share day on the N. Y. S. E. ($137.50 will cover a 12 months’ subscription.) 
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New York Curb Exchange 














IMPORTANT ISSUES 
Quotations as of Recent Date 


1933 
Price Range 
———>, Recent 
Name and Dividend High Low Price 
Alum, Co. of Amer........... 54% « «48% ~«=—s 46 
Alum. Co. of Amer. Pfd, (3).. 44 40% 40% 
Amer. Cit. P, & L. A (3)..... 30% 27 29% 
Amer. Cyanamid B ........... 4% a ay 
Amer. & For. Pr. war......... 5% 4 4% 
Amer, Gas & Elec, (1)........ 338% 255 26% 
Amer, T4, & Tr. (8).......... 19% 16% 17% 
Amer, Superpower .......... 5% 8% 3% 
Assoc. Gas Elec, ‘‘A’’ ....... 2% 1% 1% 
Babcock & Wilcox (2)........ 27 25 26% 
SN MIDS nisin b's 0c00ccderwee 1% 6% 6% 
ES Bervlee ..0.66 0. cc ccesee 8% 2% 2% 
Cities Service Pfd, .......... 17 13 18% 
Cleve. El, Ill, Pfd. (6)........ 110 108% 109% 


Commonwealth Edison (5).... 825% 69% 72 


Consol. Gas Balt. (3.60)..... 65 58 61% 
SN Cane knb i cedsacs ed 7 5% 6 

eee eee 10% 1% 8% 
Elec. Bond & Share (6% stk.) 21% 145% 155% 


Elec, Bond & Share Pfd. (6).. 48% 937 38 
Elec. Pr, Assoc, A (.40)..... 4% 8% 8% 
Ford Motor, Can. A .......... 7 


1933 
Price Range 

-——— Recent 
Name and Dividend High Low Price 
eee: Bees BA, ccs cecccaess 8% 3 3% 
General Aviation ............ 5 2% 4% 
Goldman Sachs T. ............ 3% 2% 2% 

Great A. & P. Tea N. Y. (7) 155 141% 142 
fe ) aaa 29%, 26 264% 
Hudson Bay M. & &. ........ 3 2% 8% 
Humble Oil (2) .............. 45 43%, 48% 
BOOT. PUREE TE) oo ccccccccene 10% 8% 95% 
Mont, Ward—A .............. 61 53 55% 
Nat. Bellas Hess ............ 14% % % 
Mat. P. & L. Pid. (6)........ 69 56% 56% 
Niagara Hudson Pwr. (1).... 16% 12 12% 
ee SS err ee 1% 1% 1% 
Wer MEGS PARSE 20... cccccccee 3% 2% 25% 
Salt Creek Prod, (1) ......... 4% 3% 3% 
Ginger Mfg. (8) ..........000% 2 95 98% 
Standard Oil of Ind. (1)...... 224% 20 20% 
Stutz Motor Car ............. 17% 138 138% 

INS ODO, ccs cccscicccwocce 8% 1% 8 

Teck Hughes (.60) ........... 4y%, 3% 4 
United Founders ............. 1% 1% 1% 
United Gas Corp. ............. 2% 1% 1% 
United Lt, & Pow. A......... 4% 8% 8% 











provement which may come about. 
Although the present annual dividend 
of $2 per share on the common stock 
cannot be regarded as entirely secure, 
any reduction in this rate is likely to be 
of moderate proportions. Hence, we 
see no need to disturb present holdings 
if you are willing to disregard inter- 
mediary market fluctuations. 








What’s Behind the Plant 
Account? 
(Continued from page 474) 








ner; and both of them have a number 
of efficient plants in various parts of 
the country. However, the volume of 
dollar sales produced by their plants 
differed a great deal, as graphically 
shown, and for various reasons. Di- 
versification of its class of production 
enabled General Electric Co. to keep its 
sales-plant ratio very stable whereas the 
manufacture and sales of a single article 
created a wide sweep in General 
Motors Corp. sales output because the 
automotive industry grew very rapidly 
after the war and then stabilized. Fixed 
capital continued to increase for a while 
after the peak of dollar sales was passed 
and when sales declined, the effect on 
the sales-plant ratio was extreme. 
General Electri: Co. increased its 
floor space only 16 per cent in the last 
decade but in the same time additions 
to plant aggregated nearly 135 million 
dollars. Since the company was 
formed, $327,225,297 has been ex- 
pended on its own plants (end of 
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1931) and $128,921,335 was retired by 
sale dismantled or otherwise disposed 
of, leaving the cost of its present plants 
$199,129,733. The policy of this cor- 
poration is to dispose of buildings and 
equipment which are no longer efficient 
and have become uneconomical, and 
in recent years it has consolidated the 
manufacture of related products in one 
place, provided additional capacity, and 
replaced worn-out and obsolete equip- 
ment. 

Corporations that have adjusted, or 
can adjust their methods to relatively 
low volume of output so that their 
costs are low, too, will survive to be- 
come prosperous once more. This im- 
plies a re-valuation of the physical as- 
sets, as well as providing manufacturing 
methods in harmony with a more re- 
stricted output than such plants were 
originally equipped to produce. In the 
long run, a number of mass production 
units may become economical again but 
there is grave danger that industrial or- 
ganizations equipped to produce certain 
classes of goods may suffer the same 
fate as our railroads and for the same 
reasons, too,—only large volume would 
compensate for the low price of un- 
finished or semi-finished goods. ~ 

Although financial management now 
assumes more importance than produc- 
tion management, it is not enough to 
accept capital write-downs and lower 
charges for depreciation as the solu- 
tion for the problems faced by indus- 
trial enterprises. The average investor 
is now sufficiently familiar with the 
pressure of economic factors on a busi- 
ness and as the consequences of the past 
management of depreciation reserves 
and surplus become apparent to future 


investors, more attention will be de. 
voted to the technological factors, 
which affect the ability to recover and 
to remain profitable afterwards. 








Uncle Sam in the Power 
Business 


(Continued from page 475) 








with private initiative in this field? 

While these are questions for the 
longer future, the project has a psy- 
chological aspect of current significance 
to the utility industry. In general it 
appears to confirm previous fears of a 
somewhat inimical attitude on the part 
of the new Administration to the utili- 
ties. A strong drift toward Federal 
regulation, similar to that imposed upon 
the railroads, had already been indi- 
cated. This could apply only to cor- 
porations in interstate operations and 
to many operating companies was not 
a serious threat. 

One of the stated objectives of the 
Roosevelt plan, however, is that public 
production and distribution of power 
shall serve both by example, and by 
actual competitive force to bring about 
a lowering of rates and thus to act asa 
powerful weapon of regulation. We 
thus would have a double policy under 
which the Federal Government would 
set itself up in the power business with 
the advantages of tax-exemption and 
low-cost Treasury financing, while at 
the same time exercising its collateral 
power to regulate the private com- 
petitors engaged in interstate business 
in the same field. 

Admittedly, present utility rates in 
many sections are probably subject to 
some justified deflation, regardless of 
whether or not this would seriously im- 
pair earnings available for junior 
securities. While a large total of fixed 
charges is irreducible, other operating 
costs, including wages and cost of mav 
terials, have come down substantially, 
even though these savings do not suff: 
ciently offset the aggregate decline in 
gross volume to maintain a satisfactory 
level of net profits. Moreover, cost 0 
property reproduction has, as a result 
of the depression, ceased to occupy its 
former place in supporting utility rates. 

Regardless of politics, therefore, 
present economic conditions tend plain- 
ly to exert a depressing force upon 
utility rates. This is already resulting 
in a few instances in voluntary reduc’ 
tions and will probably be followed by 
others if growing consumer agitation 
for forced reduction by regulatory 
agencies is to be appeased. 

Finally, it has become apparent that 
because of fixed charges on funded debt 
the:margin of earning power available 
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for junior securities, especially in the 
case of holding companies, is now being 
importantly curtailed by the persistent 
continuance of depression. The index 
of electric power production, adjusted 
for seasonal variation, has fallen to a 
new low of depression. In the aggre- 
gate the industry has reached a condi- 
tion in which, because of the necessary 
provision of fixed charges, every loss of 
$1 in gross sales takes a substantially 
larger toll in net earnings than was the 
case a year or two ago. 

It is such factors as these which un- 
doubtedly account for much of the re- 
cent liquidation of various utility 
stocks, rather than more vague and 
distant political fears. A change for 
the better in the immediate situation, 
therefore, appears to await a general 
economic revival. Meanwhile there is 
no threat to the bonds of most operat- 
ing companies nor to many senior 
bonds of the best holding companies. 
At the same time the trend of aggre- 
gate marginal earning power behind 
utility common stocks is for ‘the pres- 
ent downward. Until it is reversed it 
imposes a serious pressure upon the 
existing common stock dividend rates 
of various companies, even among the 
strongest. 

Accordingly, a re-examination and 
reconsideration of utility investment 
holdings at this time is advisable. Many 
common stocks should be retained only 
by investors who are both willing and 
financially able to face the possibility 
of further adjustments. 








Failure of Production Control 
Overshadows Oil Outlook 
(Continued from page 483) 








general revival of business activity and 
a recovery of public purchasing power. 
Meanwhile the fundamental problem of 
controlling production becomes no 
easier. New methods of locating and 
exploiting oil indefinitely postpone any 
reasonable probability of future short- 
age. Nothing could better illustrate 
this than the present attainment, 
through use of modern methods, of an 
increased yield from Pennsylvania wells 
first. brought in fifty-six years ago. 

The recent action of the Standard 
Oil Co. of New Jersey in curtailing 
dividend distributions may be simply a 
matter of individual corporate policy, 
but in view of the tremendous liquid 
resources of this leader of the industry 
it may well be wondered if its action 
oes not necessarily reflect an informed 
hand adverse opinion of the early out- 
ook. 


For the longer future, of course, the 
Present unprofitable level of prices can 
regarded as a remedial force, prob- 
ably certain within time to bring 
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Bank, Insurance and 
Investment Trust Stocks 




















Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
Re vies shes vcciecees G82 12% 14% 
pr ee ee 165 180 
Central Hanover (7) ............ 187 141 
RE RM Shek b kta Rew 6rs ce conde 83% 35% 
ees 42% 44% 
RE PIED: SEU a ucilics Vie ot cens os ¥4% 5 42% 44% 
Corn Exchange (4) ............. 73 16 
ME CUSGED ovens Seie saves 254% 27% 
First National (100) ............ 1480 1530 
MORNE EOD ison d scence s 68 sce 351 356 
Peete Sema CAE) 5. Soe. cess 2314 25% 
Manhattan Oo. (8) ...........00+ 295% 315 
Manufacturers (2) ...........++. 30% 32% 
; TN) ees 100% 103% 
PD EON is eit is esas sasaess 28 30 
United States Trust (70) ....... 1750 1850 


INSURANCE COMPANIES 


Se I, GD bic cccsceiccccns 29 $1 
PS Sone ere cee 18% 15% 
UNOUI SE IIBON 3 oie 65.65 5 cs a.c 5455 10 12 
ff. OG eee 235% 255% 


DIB00 Be OIG oc cise ccc eccees 43 63 


Great American (1) ............ 12% 14% 
Maworen Ts CGO) seas ccdecncn 23% 25% 
Bearerord Dire (8) 6.060. sscecces 40 42 
Lah SRR eS ee area 15 16% 
National Fire (2) ............... 40 42 
poe a ee 10% 12% 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
MENG ron nsincices Sesekscnecme 6 8 
Brnveses. GR) sho a50 sbi cecvesss 350 365 
United States Fire (1.20) ...... 19% 21% 
Westohester FF (3) ....cccccwess 14 16 


SURETY AND MORTGAGE COMPANIES 





pT ee Me eR ee eer eee 6% 9% 
Lawyers Mortgage (.80) ... ..... 5% 1% 
BS Pe eee q 1% 
JOINT STOCK LAND BANKS 
MON ghia nesWh-sncskae scant es 
WINE bc tis Gaee seks 1% 4 
Des Moines ......-... és 2 
First Carolina % ou 
ee Se eee TE Fe te EE ee % 14% 
Southern Minnesota .........+-.. - «6 
VURGUN assSiii ca has a asarioes sae 10 20 
INVESTMENT TRUST SHARES 
Amer, Founders Trust 7% Pfd... 11% 17% 
Collateral Tr. Sh—A ........... 3% 3% 
Amer. & Gen. Sec. $3 Pfd........ 27 35 
Interl, Sec, Corp. of Amer., Pfd.. 11% 18 
We GS Fae. wa tnsaccccccvcas 12 18 
No. Amer, Trust Shares ........ 1,82 Fe 
Second Intl. Securities A ........ % 1% 
DG GA BtB es bosais sedi cae cys 14 25 
U. 8. & British Internl. Pfd..... 5 11 
Uselps Voting Shares ........... 8% 8% 





another of the industry’s upward 
cycles. Meanwhile, however, the posi- 
tion of the industry presents some im- 
portant investment and_ speculative 
doubts. There is scant reason to fear 
the prospect for the senior securities of 
the dominant companies, although some 
may be moderately affected. Purchases 
of the industry’s common stocks do not 
appear advisable at this time and ex- 
isting investment and speculative com- 
mitments should be retained only by 
those who are both able and willing to 
face the possibility of further recession. 








As Germany Revives—In 
Comes Hitler 
(Continued from page 469) 








unless a general improvement in inter- 
national trade should come in time to 
offset it. 

Militant fascism may develop inci- 
dents which could be fanned into an 
open rupture with Russia. Hitler’s 
attainment of power has already raised 
the disturbing possibility of a bellicose 
European fascist league led by Germany 
and Italy. 

Rationalization of industry continues 
in Germany and some of the results re- 
mind one of the prophecies of our 
Technocrats. Increased industrial eff- 
ciency is resulting, at the very time 
when Germany needs work for more 
than 5,000,000 people, in a consider- 
able offsetting of the employment 





effects of increasing production. How- 
ever, government work-making projects 
are expected to result in substantial 
employment gains during 1933, but 
such gains are not expected to afford 
permanent relief. Only a great growth 
of exports and subsequent revival of 
domestic business (now down to about 
45 per cent of what at was in normal 
times) can restore Germany to her old 
prosperity or prevent another ebb. 

Germany, barring the untoward re- 
sults that may follow what may be 
called a political revolution, now in 
process, has made progress in the job 
of stabilization. In any normal course 
of events she will be a tower of strength 
for world recovery, but in a defensive 
rather than offensive way. Her pros- 
perity is conditioned on  over-seas 
developments. Her policy of restrict- 
ing imports, necessary as it is, can not 
continue indefinitely, for imports are 
the complement of exports with debtor 
nations. Germany lives by her imports. 
She has tightened her belt and reduced 
her consumption. Thereby she has 
continued to exist, but she can not do 
that for long. She has given the world 
a magnificent example of a controlled 
economy by a capitalistic state and she 
has helped world business to survive 
by saving herself. She has helped 
clear the way for world recovery, but 
can not initiate it. That job. remains 
chiefly for the United States—the 
nation, curiously, which above all 
others can eventually work out a pros- 
perous future on a self-containment 
basis. 
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Statistical data concerning securities will 
be furnished gratis. At intervals we issue 
Special Letters dealing with current eco- 
nomic and financial matters. We shall be 
glad without obligation to place on our 
mailing list the names of those who wish 
to receive this comment, 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 
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DIRECTORY OF DIRECTORS 
IN THE CITY OF NEW YORK 


The Directory of Directors Co. 


N the housecleaning of depression 

younger men have been given a sub- 

stantially more active part in the 
direction of corporate affairs. This is 
shown by the appearance of approxi- 
mately 7,000 new names in the 1933 
edition of the Directory of Directors in 
the City of New York, just issued by 
the Directory of Directors Co. The 
addition of new names, according to 
the company, is 15% higher than the 
normal turnover. 

This book with the familiar red cover 
has appeared annually since 1898. It 
contains the names and addresses of 
nearly 40,000 directors and the com- 


panies with which they are affiliated; 
an interlocking directorate index ip 
which the names of 17,000 New York 
corporations are given with mention of 
two or more directors; and an appendix 
of detailed information about banks, 
trust companies, security companies, in- 
surance and guarantee companies, as 
well as information about their per- 
sonnel. 

Albert J. County, vice-president in 
charge of finance and corporate rela- 
tions of the Pennsylvania Railroad, 
heads the list with a total of 12] 
directorates. Henry L. Doherty, of 
Cities Service, is second with 114. 
Many men hold from 20 to 100 
directorates, but where the number is 
large it is usually accounted for by sub- 
sidiary or allied companies controlled 
by a large corporation. 
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In the weeks and months just 
ahead we see many money-making 
opportunities. 

A clear understanding of trends 
can be of real value to you then. 


Start now to acquire 

this understanding 
By regularly reading The Mag- 
azine of Wall Street you attain a 
clear picture of the developments 
bearing on business and securities 
markets days and weeks before the 
information is available through 
regular channels. 


Accept this Unusual 
Short-Term Offer 
Take advantage of our special 
“get-acquainted” short-term rate. 
Every issue will contain timely in- 
formation of real money-value to 
you. 

Mail this coupon—today. 
eee ee ee 
The MAGAZINE of WALL STREET 
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I enclose $1.00. Send me the four issues 
beginning with your March 4th issue. 
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Foreclosure or Adjustment? 
(Continued from page 472) 








to authorize the Reconstruction Finance 
Corporation to advance farm mort- 
gagees as much as half a billion dollars. 
to stave off foreclosure and tax sales 
for two years, during which time the 
mortgaged farmers are supposed to be 
arranging their new, dirt-cheap 40- 
year loans 

But whether the fixed debt burden 
is absorbed in part by public agencies 
or not, it must be scaled down before 
the business ship can ride on an even 
keel. It cannot sail steadily with an 
unbalanced cargo. The owners of the 
assets the mortgage debts represent 
cannot expect to escape their share of 


deflation. If they delay indefinitely 
deflation of the currency will probably 
be resorted to in an attempt to restore 
equilibrium by scaling up the other side 
of the equation. 











Changing Market Trend? 
(Continued from page 467) 








year ago. Banking failures thus far 
this year have been confined chiefly to 
small institutions, involving a substan- 
tially smaller aggregate of deposit lia: 
bilities than in the corresponding part 
of 1932. Commercial failures during 
the month of January were smaller, 
both in number and liabilities, than in 
either 1932 or 1931. Bank clearings 
likewise show a moderate improvement. 
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Wednesday, February 1 ........ 67.15 58.08 28.39 58.44 56.19 1,190,940 
Thursday, February 2 .......... 66.75 58.03 27.67 56.26 54.62 1,252,370 
Friday, February 3 ............ 66.45 58.11 28.16 55.73 54.30 906,761 
Saturday, February 4 .......... 66.48 57.55 27.84 55.38 54.54 419,840 
Monday, February 6 .......... 66.27 58.07 27.90 55.37 53.92 670, 641 
Tuesday, February 7 .......... 66.47 58.38 28.05 55.96 54.90 584,845 
Wednesday, February 8 ...... 66.73 58.87 28,56 56.42 55.31 728,656 
Thursday, February 9 .......... 67.31 60.09 29.47 57.90 56.56 1,080,823 
Friday, February 10 .......... 67.36 59.11 29.49 57.41 56,20 794.54) 
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An Open Letter-——- 


TO INVESTORS WHO WISH TO PARTICIPATE 
IN THE NEXT PERIOD OF BUSINESS REVIVAL 


Most investors are looking forward to the time when their 
losses will be recovered and their securities instead will 
show them a profit. Many are of the opinion that the present 
is a critical and uncertain period—and in this respect they 
are correct. But some are of the belief that nothing can be 
done at the moment toward building profits and preventing fur- 
ther loss—-and in this respect they are entirely wrong. 


The present is particularly suited for taking the initial 
steps necessary to come out ‘‘on top’’. It is our conviction 
that the present stage of the economic cycle offers an un- 
usually excellent opportunity to revise an investment port— 
folio in anticipation of the next period of business revival. 
It seems more than probable to us that 1932 will have marked 
the climactic phase of the depression and that 1933 will be a 
year of constructive developments out of which permanent 
industrial recovery will emanate. 


However, some securities will never fully recover-——and some 
eventually will pass out of existence altogether. Others, of 
those which WILL recover, wili do so with greatest rapidity. 
In fact, there are currently available a number of high grade, 
well deflated issues which are in a position to double or 


us far treble in value with but slight improvement in business. If 
efly to you are to be assured safety of your principal, a depend— 

ibstan’ able income return, and the earliest recovery of your orig-— 
be inal investment capital you must eliminate the weak situations 
odes in your portfolio and switch to those offering the most favor-— 
maller, able and clearly defined prospects. A passive attitude may 

han in result in your missing the opportunity of a life-time. 

>arings 

ement. If you will acquaint us with the securities you now hold, the 


amount of cash available for additional investment, and your 
individual requirements and objectives we shall be glad to 
tell you whether in our belief any of your holdings should be 
eliminated at this time. We will also tell you how our serv— 
ice operates—how it will keep a continuous watch over your 
portfolio and thus assist you in its safer and more profitable 
operation. The information you submit will be held in abso- 
lute confidence and you will be under no cost or obligation. 
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‘Atter all, , 


there’s nothing i , 
like a ’ 


CAMEL— 


For once a smoker has experi- 
enced the taste of real quality 
tobacco, he can’t be happy with 
a substitute. Try Camels. Get 
to know the solace of choice 
Turkish and mellow, sun- 
ripened Domestic tobaccos, 
never parched or toasted, Then 
your voice will be heard in the 
chorus: I’d walk a mile for a 
CAMEL! _ él eeie 


R. j. REYNOLDS TOBACCO COMPANY 
Winston-Salem, N. C. 
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Don’t remove the Camel Humidor Pack—it is pro- 
tection against perfume and powder odors, dust and 
germs. Buy Camels by the carton for home or office. 
The Humidor Pack keeps Camels fresh 
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